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Supply Chain Due Diligence (SCDD) is conducted by companies to minimise or even elimina-
te risks of being involved directly or indirectly in human rights violations. It is part of Human 
Rights Due Diligence (HRDD) requirement. Through their suppliers companies may be exposed 
to irresponsible business practices. Considering this, companies should be able to systematically 
formulate concise demand from their suppliers that they practice responsible business practi-
ces which respect human rights. Supplier Relationship Management (SRM) as management tool 
commonly assist companies to direct suppliers methodically in achieving their financial goals. 
This research attempts to repurpose SRM concepts to enable companies to conduct SCDD me-
thodically. Defining human rights requirements into practical supplier’s evaluation system is a 
challenging task. Possible criteria and their indicators are discussed. The structure and proces-
ses to implement SRM framework for SCDD purposes are also described.
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Introduction and Problem Description 
 
The notion that companies in their economic activities along the supply chain may 
improve or deteriorate the human rights condition in society is understood. Globalization 
and competition help widen these impacts to societies beyond the companies’ home 
countries. The nature of companies as profit making entities entitles them the 
responsibility in not “impinging on clearly accepted norms of human rights law based on 
widely ratified treaties and customary international law” (Ratner, 2001, p. 446), whether it 
is done directly or indirectly and wherever they operate. Nevertheless, the complexity of 
supply chain makes it difficult to determine whether certain companies may have 
responsibility in causing human rights violation and its corresponding punishment and 
sanction. Furthermore, even when companies accept the idea that their actions may have 
caused human rights violations, the complexity of supply chain can make efforts in 
avoiding these grievances completely difficult and in some rare cases nearly impossible. 
Two cases, conflict minerals and the collapse of Rana Plaza in Dhaka, Bangladesh, 
describe the situation related to corporate responsibility in avoiding any kind of 
involvement that cause human rights violation and challenges to do so.    
Reporting the existence of conflict minerals in their supply chain by companies 
illustrates the complex networks of supply chain. Conflict minerals are defined as “natural 
resources whose systematic exploitation and trade in a context of conflict contribute to, 
benefit from, or result in the commission of serious violations of human rights, violations 
of international humanitarian law or violations amounting to crimes under international 
law” (Global Witness, 2014, p. 8). Natural resources that are traded globally have fueled 
conflict and abuse in places like Afghanistan, the Central African Republic, and parts of 
eastern Democratic Republic of Congo (DRC). There is link between the international 
mineral trade and armed groups in DRC, for example. A wide range of products, including 
mobile phones, cars, light bulbs and computers contain these minerals. Some of the 
world’s most famous brands came under scrutiny to address their role in this devastating 
trade. The conflict in Eastern Congo has lasted for over twenty years. The funds gathered 
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from the trade of minerals such as gold, tin, tungsten and tantalum prolonged the conflict 
as opposing parties fight for control of mines (Global Witness, 2015).  
 Legislation and standards such as the US Section 1502 of the Dodd-Frank Act, 
UN Guidelines, OECD Guidance and EU Regulation on conflict minerals are intended to 
increase transparency along supply chain. Section 1502 of Dodd-Frank Act that was 
passed by the US Congress and signed into law in July 2010 requires companies 
registered on the US stock market to report on an annual basis whether minerals sourced 
from the eastern DRC or neighboring countries are financing conflict. This has in turn led 
to announcements by prominent companies, such as Apple and Intel, that more of their 
products in the future will be conflict-free. The law is meant to end the trade in minerals 
produced in areas of armed conflict and human rights abuses. (Radley & Vogel, 2014; 
Propper & Knight, 2013). However, the impact is not always as expected. Critics to Dodd-
Frank Act stated that some international buyers of minerals responded by ceasing to 
source affected minerals from DRC that resulted in many miners losing their jobs and the 
increased presence of black market for these minerals. The delay when a mine site is 
audited and when it is declared as conflict-free can last for several months. The conflict-
free declaration is not always reliable given the dynamic and fluid movement of armed 
groups, or their civilian clothed friends and family, in and out of mine sites (Radley & 
Vogel, 2014).    
The case of Rana Plaza illustrates a different kind of complexity in supply chain. 
Rana Plaza in Dhaka, Bangladesh collapsed in 24 April 2013, in which 1,135 garment 
factory workers were killed and 2,515 others were injured. After they were given threats 
of substantial salary cut from their employers, workers were on the site working despite 
spotting of cracks on the building a day earlier and an engineer‘s ruling that the building 
was unsafe (Mortimer, 2015). The tragedy is caused by variety of factors, such as poverty 
and corruption that result in violation of human rights in very bad working condition, child 
labor, forced labor and slavery. The 3.6 million strong communities of men and women 
working in the garment industry have enabled Bangladesh’s position as the world's 
second-largest apparel exporter. Because of lack of basic workplace health and safety 
standards, these workers have become the victims of systematic human rights violations. 
The workers suffer while others benefit to make fashionable clothes for consumers in 
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faraway countries. The very market who are the reason for this injustice remain seem far 
disconnected to the conditions faced by the workers. As a result, responsibility for the 
tragedy is still a source of debate (Gomes, 2014). 
The view of systematic human rights violations (Gomes, 2014) can be traced back 
to the practice of sourcing in the fashion industry. It is not uncommon that subcontractors 
are engaged in orders that are too large to be fulfilled by the initial contractors. Many 
retailers don't maintain the manpower in Dhaka or other garment hubs to regularly check 
on factories that are supposed to be making their clothes. The sourcing basically starts 
with buying houses that works with manufactures to fill orders for retailers. Because of its 
large size, an order can be produced in 20 different units and come to one place to be 
inspected. Subcontracting is common practice because of the penalties that come with 
late orders fulfillment. When a factory misses a shipping deadline, it may have to rush the 
shipment by airfreight, at its own expense, or to give the buyer a 5% discount as a penalty. 
It is a strict punishment depending on the clothes. Profit margins for basic items hover 
around 3% to 4%, or about four cents of a US Dollar for a plain T-shirt, though they can 
hit the double digits on more elaborate knit clothes (Lahiri & Passariello, 2013). This 
subcontracting practice, the lack of protection to the workers combined with other 
systemic causes created systemic human rights violations systematically. 
The two cases describe severe violations of human rights linked to economic 
activities by companies based in developed countries. Apart from these cases, there are 
other numerous human rights violations that are direct or indirect results of companies’ 
procurement activities. In United Nations’ Guiding Principles on Business and Human 
Rights, it is stated that “business enterprises should respect human rights. This means 
that they should avoid infringing on the human rights of others and should address 
adverse human rights impacts with which they are involved” (UN Guiding Principles, 
2011, p. 13). It is also mentioned that businesses through their activities have to avoid in 
causing or contributing to adverse human rights impacts and to address these impacts 
when they occur. It is furthered that the expectation has begun in the beginning and start 
	 4	
with prevention1 of such adverse human rights impacts (UN Guiding Principles, 2011, p. 
13). 
Companies that respect human rights need due diligence in conducting their 
economics activities. These are steps in which companies become aware of human rights 
adverse impacts and commit to prevent and address them. Processes in Human Rights 
Due Diligence (HRDD) should include policies, impact assessments, integration and 
tracking performance. A brief holistic description of these processes start with companies 
having to adopt human rights policy. They should also try to consider the consequences 
of existing and proposed activities that might affect human rights. This is then followed by 
integration of human rights policies to the whole company. Finally, companies have to 
track its ongoing developments through monitoring and auditing processes (Ruggie, 
2008, p. 201-202). In terms of scope, UN Guiding Principle companies have to seek to 
prevent or mitigate adverse human rights impacts that are directly linked to their 
operations, products or services by their business relationships, even if they have not 
contributed to those impacts (UN Guiding Principles, 2011, p. 14). The extent of HRDD, 
though not precisely mentioned, includes those committed by actors not within the 
companies themselves. This results in a huge challenge for companies to be able to 
prevent and mitigate the human rights adverse impacts committed by their business 
partners, such as their suppliers during the course of their business relationships.  
 Supply Chain Due Diligence (SCDD) is a concept that derived from for the idea 
that companies should respect human rights and to do so they should conduct Human 
Rights Due Diligence. SCDD is developed as a form of a framework for developing 
solutions when companies must source natural resources from conflict regions, such as 
in the case of conflict minerals. For many impoverished countries, the trade in natural 
resources can be an important source of development. Nevertheless, when companies 
source from a country struggling with conflict or instability, it is common sense to take 
extra care when doing business. Unless companies make sure they are trading 
responsibly, they risk funding serious human rights abuses overseas. Companies using 
or trading resources that may have come from conflict areas should carry out risk-based 
																																																						
1 Emphasis added to bring focus on the idea of preventing human rights violation instead of dealing with 
the consequences after it happens.  
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due diligence (Global Witness, 2015, January 1). In other words, they should carry out 
checks on their supply chains to look for risks that they may be funding harm through their 
activities. Furthermore, companies should publicly report on these risks and on what they 
have done to deal with them. This way companies can show investors, consumers and 
local communities that they are committed to sourcing responsibly and sustainably (ibid., 
Global Witness, 2015, January 1). Within Supply Chain Due Diligence, the responsibility 
to identify and mitigate risk is placed on individual companies. This demands corporate 
action not only but especially where inter-state systems fail. In the case of conflict 
minerals, this means that downstream companies are under an obligation to identify the 
risk of buying minerals (Wilke, 2015, p. 21-22). 
All concepts and descriptions that have been laid out so far are connected to one 
particular business activity, which is procurement. Considering the complexity of supply 
chain as of now, the idea that companies should not infringe human rights of others seems 
almost impossible to achieve. The value that is being upheld by companies is clear, in 
which they must respect human rights. Nevertheless, in practice, such as in sourcing 
activities, it is not very easy for companies to declare that they respect human rights and 
have shown this in every aspect of their economic activities. This is especially the 
situation, referencing to the two cases mentioned earlier, when these companies use 
minerals such as tin, tungsten and tantalum in their final products, or when these 
companies are retailers of low cost fashion products in Western Europe. Another factor 
for complexity is related to the typical risk concept in supply chain. Risks related to human 
rights category are not very known, unlike other supply chain risk categories such as 
demand risks, delay risks, disruption risks, inventory risks, sovereign risks, system risks, 
transportation risks, etc. (Tummala & Schoenherr, 2011, p. 475).  
Companies cited that they are often assured about their first-tier suppliers’ conduct 
after carrying out check and demanding the suppliers to fulfill human rights requirements. 
However, there are many uncertainties involved when assessing suppliers in the second-
tier, third-tier, and further along the supply chain (Interviews with companies, May 2016). 
The networks of suppliers combined with certain sourcing practices, such as the normalcy 
of subcontracting in garment industry, or certain types of materials that can be obtained 
only from specific region, such as in the conflict minerals problem, are the conditions that 
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are faced by companies who are required to respect human rights. When considering the 
human rights value that companies must uphold and to combine it with the conditions that 
they face when conducting their procurement activities, it would appear that systemic 
human rights violation is a phenomenon that requires systematic solutions that needs to 
be implemented holistically.  
Related to building a systematic solution, Jackson (2008) discussed normative 
guide in assimilating human rights into corporate governance, in which human rights 
should be conceptualized into a sort of system. “Lending systemization to human rights 
standards for global corporate governance need not involve taking such norms to 
constitute an alternative legal system. The normative principles that designate 
fundamental aspects of human flourishing are prescriptive in our thinking about what to 
do and what not to do: our practical reason. They surpass purely instrumental reasons 
for action and self-restraint” (p. 441-442, 452). 
 
Figure 1: Practical Syllogism in the Context of Procurement 
(Source own illustration, based on Suchanek, 2015, p. 44-45). 
 
Practical syllogism in business ethics, as shown in figure 1, can be used to further 
understand this phenomenon and develop means for possible solutions. “The practical 
syllogism is a useful heuristic for guiding practical reason because it combines willingness 
and ability, values and reality and normative and empirical statements in a systematic 
way” (Suchanek, 2015). This approach merges the concepts of intention and ability when 
it comes to making ethical decisions. In the case of avoiding and preventing being linked 
to human rights violations, companies may have the necessary intention to uphold the 
value that businesses have to respect human rights. On the other hand, they may have 







companies to be relieved of such responsibilities. The consideration about values and 
ability generally results in decisions of suitable and maximized course of actions.      
Procurement is an important activity for companies. Companies that intend to 
source responsibly without being involved in human rights violations are expected to 
conduct risks-based SCDD, which is a due diligence practice that is a part of HRDD in a 
bigger picture and focus on supply chain. Practical syllogism can be used to understand 
how procurement can be done responsibly despite the challenges. Level one of practical 
syllogism explains the values that must be upheld by companies, in which business 
enterprises should respect human rights. This level also describes the willingness of 
companies to do so. Some companies show the values that guide how they are 
conducting their economic activities and the reason for implementing HRDD. This is what 
they hope to achieve, to be a business that respects human rights and does not contribute 
in creating adverse human rights impacts by engaging more in activities deemed as moral 
and ethical. Eriksson (2016) mentioned that within supply chain management research, 
reducing moral disengagement can be seen as means to increase ethics assuming that 
there is little or no difference between the morality of the individual, and the values that 
are agreed upon as ethical (p. 281). The importance of procurement is also reflected in 
the areas that need to be given attention in the issue of business and human rights that 
include manufacturing issues with supply chains, involving labour rights, including 
working conditions; the issues related to the extractive industries, especially relating to 
security; agriculture and issues especially of child labour and forced labour (Posner, 2016, 
p. 707-708). 
Nevertheless, there are conditions such as globalization and competition that 
result in a need for companies to look beyond borders to satisfy the needs for their 
production materials. On practical syllogism, this is explained on level two. Sourcing 
overseas add into complexity of supply chain and thickening the layers of suppliers. In 
many cases, it is difficult for companies to know exactly the implications of their 
procurement activities in deteriorating human rights. Some companies are familiar with 
human rights policy of their first-tier suppliers. They trust that these first-tier suppliers 
procure from sustainable sources and are responsible towards their workers and respect 
their rights. Even so, many companies are not certain about the suppliers of their 
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suppliers. This condition illustrates the complexity of supply chain. Another important 
condition is related to their ability. Some companies have complex and high number of 
suppliers to support their business activities. It is a challenge for companies to manage 
the human rights conduct of a handful of suppliers, let alone 10,000 or even over 100,000 
individual suppliers (Shift, 2012, p. 3). This situation is made worse with asymmetric 
power relations where purchasing companies power advantage or suppliers’ dependence 
result in suppliers’ adaptation of purchasing companies requirements (Hoejmose, 
Grosvold & Millington, 2013, p. 285), which may end up the suppliers with disadvantage. 
To give example to this level two of condition, Perry & Towers (2013) described 
condition in the form of inhibitors and drivers for implementation of CSR in export garment 
manufacturing in Sri Lanka. The inhibitors for better protection for workers include 
downward price pressure, fashion product nature, negative retailer buying practices (cost, 
speed, flexibility) and supply chain complexity. On the other hand, the drivers are retail 
buyers’ concern for CSR; labor intensity of manufacture; trust in buyer-supplier 
relationship; commitment, cooperation, collaboration with suppliers; Supply Chain 
Management through shared goals, rationalization and integration; and supply chain 
power redistribution (p. 492). Though this is a specific study for fashion products in Sri 
Lanka, most of the inhibitors and drivers identified can be used to understand the 
condition of complex global supply chain and its potential human rights adverse impacts 
expose to purchasing companies through their suppliers.     
The combination of values and willingness of companies caused by condition to 
respect human rights with their ability results in actions and justified expectations of what 
they must do is basically the level three on practical syllogism. The expected actions from 
companies to prevent involvement in human rights violations through the conducts of their 
suppliers is by carrying out due diligence in their supply chain. Purchasing companies 
need to find out the position and policies of their suppliers in human rights issues. 
Following this, they then should manage and direct the behavior of the suppliers to be 
more responsible. This research attempts to come up with a framework that can be used 
by companies in evaluating and categorizing their suppliers for companies to be able to 
manage them and to achieve their human rights policy goals. Therefore, this study poses 
the following research question: 
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What can companies do to identify, evaluate and mitigate human rights violations 
risks posed by their suppliers?      
Considering the high number of suppliers and supply chain complexity, a way to 
do this is through implementing several known processes in Supplier Relationship 
Management (SRM) that are modified for HRDD purpose. This is the basic idea behind 
this dissertation. The objectives of purchasing department in a company include 
supporting organizational goals and objectives, developing integrated purchasing 
strategies that support organizational strategies and developing aligned goals with 
internal functional stakeholders (Handfield, Monczka, Giunipero, & Patterson, 2009, p. 
38-41). In a more conventional way, the organizational goals and objectives of companies 
are mostly related to profit maximization and business continuity. However as explained 
earlier, the responsibility of companies now includes respecting human rights in every 
aspect of its operation. Procurement of production materials is an activity that exposes 
companies to human rights conduct of external parties, namely the suppliers. Hence, this 
particular important activity should have a methodical and systematical strategy to 
achieve human rights policy goals.   
This dissertation is intended to develop SRM framework for the purpose of 
conducting HRDD along the supply chain through the means of suppliers’ evaluation and 
classification. The SRM framework is purposely to be used in the SRM processes of 
suppliers’ selection, evaluation, control and risk management. The framework helps 
companies in selecting suppliers that have good human rights policy based on several 
criteria. The criteria themselves are representatives of conceptual understanding of how 
human rights performance can be influenced in many different levels, such as internal 
organization of the suppliers, external circumstances and specific sourcing and 
regulations factors. The framework itself can also be used during the evaluation 
processes and implemented, in accordance to each company’s human rights policy’s 
goals, as an assessment tool to consider risks of human rights violations when dealing 
with certain suppliers.    
Nevertheless, it should be emphasized that SRM processes that are practically in 
line with companies’ human rights policy are just one means out of many that is needed 
to eliminate systemic and systematic human rights violations. These systemic and 
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systematic violations are varied across industries, type of sourced materials, countries, 
and even within different companies. Therefore, the challenges are also different and 
efforts to overcome systemic human rights violations involve many ways and parties, such 
as companies, governments of affected countries, law makers, consumers, society in 
general, civil society, legal and law enforcement community. The framework intended to 
manage suppliers that is constructed in this dissertation has the perspective of the 
companies and involve a specific business activity, which is procurement. In order to 
abolish systemic and systematic human rights violations connected to economic activities 
of companies; the framework is definitely useful and can serve as a starting point for 
companies that are faced with possible linking to human rights violations through their 
suppliers. However, the framework is only a means to an end and needs to be combined 
with other strategies and efforts as well.    
 In addressing the research question, the study begins with describing concepts of 
supply management and Supplier Relationship Management in chapter 2. This part 
focuses on procurement activities. The concept of SRM is introduced as a possible 
solution and its more conventional, non-CSR, financial-focused objectives, goals and 
processes are detailed and analyzed. The intention is to understand the processes within 
SRM to enable adaptation into due diligence processes with concepts of Human Rights 
Due Diligence, in general, and Supply Chain Due Diligence, in particular. Each of the 
processes in SRM that can be used to foster companies’ human rights policy is developed 
further to enable a creation of a framework to be used with the purposes of HRDD. 
 Chapter 3 includes explanation on relationship between business and human 
rights, development of HRDD and tasks and main processes of HRDD such as policy, 
impact assessment, integration, reporting and grievance mechanism; comparison to 
commercial due diligence; and business case for HRDD. Human Rights Impact 
Assessment (HRIA) and human rights reporting are also described in details by 
emphasizing on impact assessment and reporting through SCDD activities, specifically 
within the realm of purchasing function and procurement which are the focus of this 
dissertation. Through these processes companies’ relationships with their suppliers can 
be managed to support the goals of companies’ human rights policy. The beginning of 
SCDD as the extension of HRDD is elaborated. 
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 The SRM framework that is used for HRDD purposes is further developed in 
chapter 4. The framework is based on factors that are important in determining the human 
rights risks that might be posed by suppliers, which are basically the criteria and possible 
indicators for each of the criteria. Suppliers are categorized based on their performance 
in criteria that are organized into three groups of performance assessment criteria, such 
as sourcing and regulation factors, political and social circumstances and conditions 
within suppliers’ internal organizations. The significance of each of the assessment 
criteria and the connection to possibly exposing purchasing companies to human rights 
risks are explained. These assessment criteria are the basis for evaluating and classifying 
the suppliers according to their prospective human rights performance. 
 The work laid out in chapter 4 is continued in chapter 5 through the explanation on 
how to use the framework. The interaction model of the framework is detailed and 
possible adjustments that depend on individual company’s preferences to the 
consequences to the accuracy of the model are explained. The suppliers are evaluated 
and put into eight different categories based on their performance in each of the group of 
performance assessment criteria. Each of the eight categories is individually explained, 
how a supplier can be possibly put into a category, what it means to be in a category and 
what possible general treatment that can be implemented toward the suppliers to direct 
them to behavior that would assist companies in achieving the goals of their human rights 
policy. 
 Chapter 6 introduces the “Supplier Relationship Management Framework for 
Supply Chain Due Diligence”, which is the contribution of this dissertation. It describes 
the previous chapters and their functions in creating the framework. There is further 
elaboration of the framework, such as the steps within it, the functions of each step and 
the sub-processes within each step.  
 Chapter 7 concludes the research. It includes discussion about weaknesses of the 








Intensification of Purchasing Function and Supplier Relationship 
Management for Improved Cooperation with Suppliers 
  
 Purchasing function as part of strategic management has increased in influence in 
the last decades. The concept of Supplier Relationship Management (SRM) emerged 
following realization that suppliers play a bigger role in the success of a company.  The 
idea is that external parties to companies, such as customers and suppliers, can be 
persuaded to help increase the values of companies through excellent relationship 
management. This understanding evolves to include that a company can achieve 
competitive advantage by closely cooperating with its suppliers. Companies and suppliers 
can benefit from each other and their relationship should move on from a competitive 
approach to a more value-creation approach that goes beyond concluding contracts for 
the cheapest price with a perspective that it is sustainable, stable and with long-term 
outlook.  
 Poluha (2016) stated that a huge number of organizations have developed 
strategies that focus on the relevant processes to satisfy the requirements for a value 
orientated supply chain strategy. An important feature of a successful supply chain 
strategy is therefore the adjustment to the business strategy and with this also the 
strategic core vision of the business (p. 41-42). When this fundamental is transformed 
and includes achieving companies’ human rights goals, suppliers can be prominent 
collaborators as often times companies are being linked to human rights violations 
through connection with their suppliers. This chapter elaborates the development and 
idea of procurement in general. It is followed by gaining importance of SRM and the 
stages of its implementation. Simultaneously, the relevant concepts from procurement 
and SRM to implementation of impact assessment and reporting for human rights 





2.1. Procurement and Purchasing Function in Integrative Supply Chain 
Management 
 This part of the chapter looks at integrative supply chain management, the factors 
that change the procurement role, the general objectives of purchasing, and processes 
in supply management. Procurement is basically related to operations internal to the 
companies and involves all processes required in planning for and fulfilling a customer 
order (Handfield et al., 2009, p. 39). Purchasing function or the process of how the goods 
and services are ordered is essential for companies to achieve their goals. This is done 
in many ways, such as optimizing the supply chain through many solutions proposed by 
researchers (Ibrahimov, Mohais, Schellenberg & Michalewicz, 2012, p. 489-491) which 
in turn emphasizes the role of the procurement department. In order to understand the 
importance of procurement and relationships with supplier, there is a need to understand 
internal supply chain management in general. Purchasing function is deployed in an 
integrative supply chain management that is like a system of coordination in which 
procurement activities are influenced by the way the whole chain of interdependent 
business units and departments in a company is led.  
 Beamon (2008) stated that the current dynamic environment comprised of a set of 
supply chain objectives, an overall supply chain strategy that adapt to a changing market, 
and a performance measurement system that assesses the extent to which the objectives 
are met (p. 12). This dynamic is especially so considering the uncertainty related to 
financial and operational aspects of procuring materials for production. Arnold (2010) 
mentioned that within interfaces between financial and operational aspects of 
procurement, there are uncertainties that need to be addressed and researched on, such 
as uncertainty in prices, uncertainty in demands and uncertainty in prices and demands 
(p. 26-28). Therefore, what are needed foremost are unified and clear objectives along 
the supply chain that combined all objectives in uncertain environment. The management 
of a company must decide what they as a unified company want to achieve. Division of 
works and responsibility are also needed to be clear, as within a company business units 
compete with each other for excellence. 
 Companies generally intend to increase performance and profitability through 
better customer value. This value may include being ethical in the supply chain. 
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Simangunsong, Hendry & Stevenson (2016) described a finding in specific industry in 
Indonesia that can be used as an example. Unethical practices may lead to greater supply 
and demand uncertainty which in turn lead to reduced supply chain performance unless 
they can be effectively combatted by a management strategy to reduce the uncertainty at 
its source (p. 1294). It affirms the value in conducting ethical practices in the field of 
managing supply chain uncertainty.  
 However, being ethical is not always beneficial, at least not financially beneficial. 
When a company intends to pursue ethical goal, such as conducting Human Rights Due 
Diligence (HRDD), in many occasions, this goal clashes with its more traditional and 
ingrained goal of maximizing profit. To deal with this problem, fixed objectives need to be 
communicated and the scope of tasks are divided clearly. At the same time, there should 
be some room for cooperation and supply chain flexibility, which include all aspects such 
as operations system, market, logistics, supply, organizational and information systems 
flexibility (Duclos, Vokurka & Lummus, 2003, p. 450-451). Responsibility of each of the 
business units should be visibly specified to avoid misunderstanding and unhealthy 
competition that may harm the success of the main objectives. Power struggle and short-
sighted good performance goals of each business unit can deter the success of 
company’s ethical policy. Hence, chain of command and responsibilities in the company’s 
supply chain has to be understandable and transparent. For such integrated supply chain 
management, it “requires that (a) all members of the supply chain have the same 
objectives and be aligned to deliver customer value (and goals of company’s ethical 
policy); (b) the relinquishment of control by traditional functional areas; and (c) increased 
emphasis on relationship management” (Ferrel, Rogers, Ferrel, & Sawayda, 2013, p. 
265).  
 Following this argument, unified and aligned objectives need to be combined with 
reallocation of control to avoid detrimental power struggle and conflict of interests among 
business units. In this sense, good relationship between business units should be more 
emphasized. Combining profit making and human rights goals is not an easy task and 
may create tensions. In this case, soft capital such as good relationship, openness and 
communication become important. As it is this way within internal business units in the 
whole company, it is especially so as well when dealing with external partners such as 
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suppliers. To be able to manage suppliers well to achieve company’s financial and non-
financial goals, building trusting relationship with them take a fore stand. This is when 
supplier relationship management plays a role in furthering HRDD policy of a company. 
It is a useful tool for this purpose because it is a familiar concept for managers, while at 
the same time it can be converted to also include a company’s non-financial goals.      
 According to Chopra & Meindl (2004) the processes in supply chain management 
includes strategic planning, demand planning, supply planning, fulfillment and field 
service. Strategic planning aims to plan resource availability in the supply chain network. 
Companies need to decide on the locations of the plants and warehouse, the type of 
facilities to build and what markets to serve from each facility. Demand planning 
processes involve forecasting future customer demand and making decisions to manage 
demand, such as through promotions. In supply planning process, the input from demand 
forecasts created during demand planning and the resources made available by strategic 
planning are then used to draft plan to meet the demand. Fulfillment process links each 
order to a specific supply source and means of transportation. Lastly, field service is 
related to activities after the products are delivered to customers and it also acknowledges 
that there is need for service (p. 519). This stage focuses on setting inventory levels for 
spare parts and scheduling service calls. In this whole grant setting of supply chain 
management, procurement or purchasing function is traditionally located within the supply 
planning and fulfillment stages, though understandably the specifics on the processes 
can be intertwined and integrated with other main processes.    
 Procurement’s role and purchasing strategy in general experienced changes. Prior 
to its more complex role, procurement is simply defined as the process by which 
companies acquire raw materials, components, products, services and other resources 
from suppliers to execute their operation. Or it is a process in which the suppliers send 
product in response to orders placed by the purchasing company (Chopra & Meindl, 2004, 
p. 387-388). Sheth & Sharma (2007) stated that there are four factors that influenced the 
refinement of the procurement role:  
- Global competitiveness made companies realized the competitive advantages of 
creating and managing supply chain relationships, in which that in time of shortages 
access to products becomes more critical.  
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- The impact of reverse marketing that starts with external customers and moving 
backward into procurement processes, such as when a company instills demand-
driven manufacturing, or flexible manufacturing and operations, to serve the diversity 
of demand with respect to form, place and time values for customers. In this situation, 
the role of suppliers is critical because demand-driven marketing needs quick access 
to supplies after a demand is communicated. 
- The after effect of mergers, acquisitions, and alliances on global basis reorganized 
the procurement function to a centralized strategic function from a decentralized 
administrative one.  
- It is related to the advancement of Information Technology (IT) that has restructured 
the “buying philosophy, processes and platforms by allowing forms to share market 
information and to use market information to better schedule design and 
manufacturing products (p. 362).  
 Considering these four factors, closer relationships with suppliers are critical. “The 
philosophy of purchasing changed from transaction-oriented to a relation-oriented and 
from decentralized domestic sourcing to centralized global sourcing process (ibid., Sheth 
& Sharma, 2007, p. 362). Furthermore, procurement and supply management have their 
roles transformed from a function that is responsible for placing purchase orders to a 
strategic process that focus on the management of goods and services. This includes 
areas such as technology and innovation management, processes streamlining, in-
sourcing and outsourcing and managing complex relationships. 
 Therefore, currently the main objective of procurement or purchasing function2 in 
general is understood as about increasing value to the company. Per Handfield et al. 
(2009), there are six purchasing objectives: 
- Supply continuity, which is the traditional purchasing role to satisfy operational 
requirements of internal customers. The needs of operations for raw materials, 
components, subassemblies, repair and maintenance items and services are fulfilled 
by purchasing. Other activities provided include storing and delivering parts or finished 
																																																						
2 To clarify, starting at this point in this dissertation, procurement and purchasing function are to be used 
interchangeably.  
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products to end customers, support engineering and technical groups particularly 
during new product development and outsourcing of key processes.  
- Managing purchasing process efficiently and effectively, which can be done through 
determining staff levels, developing and following the budget, giving professional 
training and growth opportunities to related employees and introducing procure-to-pay 
systems that lead to improved spending visibility, efficient invoicing and payment, and 
user satisfaction.  
- Developing supply base management by selecting competitive suppliers, identifying 
new suppliers with potential for excellent performance and developing closer 
relationships with them, improving existing suppliers and developing new suppliers 
that are not competitive enough.  
- Developing aligned goals with internal functional stakeholders through positive 
relationships and interact closely with other functional groups in the company, such 
as marketing, manufacturing, engineering, technology and finance departments.  
- Supporting organization goals and objectives which is the most important purchasing 
objective and indicates that purchasing must concern itself with organizational 
directives.  
- Developing integrated purchasing strategies that support organizational strategies by 
monitoring supply market and trends, identifying critical materials and services 
required to support the company, developing supply options and contingency plan, 
and supporting the organization’s need for diverse and globally competitive supply 
base (p. 38-41).         
 The focus of procurement has also shifted from getting the lowest price to dealing 
with the whole issues of production, process and design inefficiencies in suppliers and 
the purchasing companies’ own systems.  Strategic supply management intends to create 
strategic advantage and is important for companies. There are several issues to consider 
in order to do this. Companies need people with appropriate skills and competencies to 
deliver the strategy. Companies also need a portfolio of relationships to match their needs 
with suppliers’ capabilities and market conditions. By using cost-benefit analysis, 
purchasing companies can understand the relative costs and benefits of any strategy 
before pursuing it. Depending on the organizational structure, implementation of supply 
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management can be centralized, decentralized or conducted in commodity teams. 
Strategic performance measures are extremely important because they facilitate behavior 
and strategy implementation (Ellram & Cousins, 2007, p. 254). With these considerations, 
the processes of supply management are shown on Figure 2.  
 
Figure 2: Strategic Supply Management Process  
(Source own illustration based on Ellram & Cousins, 2007, p. 256) 
 
 Ellram & Cousins (2007) stated that the five-step process begins with analyzing 
opportunities and gathering data about a company and developing understanding of its 
strategy, strengths, weaknesses, potential opportunities and problems in the environment 
where it operates. The issues to be identified include the power of buyers or purchasing 
companies, the power of suppliers, the intensity of rivalry within the industry, the 
availability of substitute items, and the barriers to new entrants into the relevant industries. 
In the second step, companies develop sourcing strategy based on the information that 
is collected on the first step and using this to classify purchases into categories. The 
classification of products being purchased by companies is explored further in later part 
of this chapter. The third step is treatment for higher-value or riskier purchases in which 
a cross-functional team develops a set of supplier selection criteria weighted by 
importance. New criteria may be added and the criteria may receive different importance 
weights depending on the items. Companies then send request for quotation (RFQ) for 
selected suppliers. For a more critical buy, companies may ask potential suppliers for 
more information that is not highly confidential and focuses on capacity and capability. 
When necessary, a supplier site visit may be arranged before selecting the suppliers. The 
fourth step is related to developing fact-based negotiation brief to identify purchasing 
companies’ areas of negotiation strengths and weaknesses, while also making 
preparation for alternatives when agreement cannot be reached. The result of 
negotiations determines the suppliers selected for business. Contractual terms and 
conditions are decided on this step as well. The last step is implementing the finalized 














relationships, such as getting access into each other’s inventory, ordering and reporting 
systems and getting the supplier set up for payment purposes. Companies should also 
monitor the actual performance in comparison to contractual commitments and 
communicating with suppliers (p. 255-266). With the general knowledge of procurement 
and purchasing in supply chain management, the discussion moves further to learn about 
SRM within purchasing function.    
 
2.2. Supplier Relationship Management and Purchasing Function  
 A separation in explanations, in which procurement and purchasing function are 
described earlier, is made between procurement in general and Supplier Relationship 
Management (SRM) because in the mainstream literatures on supply chain management, 
SRM is still seen as a set of activities within procurement and companies’ purchasing 
function. Procurement is deemed to be more inclusive and comprises of more strategic 
company top-level activities, while SRM mainly deals with activities aimed directly with 
suppliers. However, procurement strategy in general and the idea of SRM have the 
impression to be similar with each other. As it is shown subsequently in this dissertation, 
the categorization of products in procurement follows through similar process as in the 
categorization of suppliers in SRM. This is not much of a revelation considering the 
process of categorizing products is strongly related to categorizing suppliers as well. For 
this reason and also to learn more about SRM in general and in using it for HRDD, which 
is particularly for Human Rights Impact Assessment (HRIA) and reporting purposes, the 
conceptual ideas of supplier relationship management is further detailed starting with 
background explanation regarding the increase of importance on the subject.  
 Interaction between purchasing companies and suppliers was used to be mainly 
based on the view that the purchasing companies intend to maximize the financial value 
of each of the transactions they make and focus on activities being conducted in 
procurement department. In many instances, the outlook of these transactions tends to 
be short term and coupled with notion that the suppliers are replaceable. When legitimate 
stakeholders’ expectations faced by companies are not yet complex and demand deeper 
integration of suppliers to core business operations, it is still possible to adopt this buyer-
focused strategy. Schuh, Strohmer, Easton, Hales & Triplat (2014) mentioned several 
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business issues caused by lack of overview approach in the purchasing policy such as 
big investment in processes and procedures but not accompanied with sufficient focus on 
the necessary outcomes; the idea that SRM is a “procurement topic” that “belongs” only 
to the CPO (Chief Procurement Officer), to the disadvantage of the organization; a silo-
based approach with an inability to combine the organization’s perspectives on suppliers 
that often result in counterproductive messages (p. 9).  
 In addition, coordination of supply chain can be made more difficult by conflicts, 
for example conflicting goals and objectives within the organization, disagreements over 
domain of decisions and actions, differences in perceptions of reality used in joint decision 
making among the members of supply chain. Another thing is related to performance 
measurement based on the individual performance which may be irrelevant to the 
maximization of supply chain improvement in a coordinated manner (Arshinder, Kanda, 
& Deshmukh, 2008, p. 319). Nevertheless, economic landscape confronting companies 
is rapidly changing and requires different approach. Bechtel & Jayaram (1997) observed 
that there is a greater emphasis to relational aspects in supply chain rather than only 
transactional (p. 18). This gave way to more cooperative and collaborative method in 
dealing with suppliers coupled with a holistic approach affecting the whole organization. 
 As the importance of supplier increases, purchasing companies start to move 
towards integrating their key suppliers into their own operation. There is an improvement 
from an antagonistic transaction-oriented to a relationship-oriented perspective of 
cooperation with suppliers (Moeller, Fassnacht, & Klose, 2006, p. 70) with focus to invest 
in creating long-term value, such as product improvement, cost savings and containment 
of latest technology from innovative suppliers. In a competitive business environment, 
efficiency and value must be created in every step of economic activities along supply 
chain. This includes maximizing what companies can get from their suppliers. 
 To understand why suppliers need to be managed well to maximize their input, 
there are two initial ideas that need to be considered, which are: role of suppliers in 
business continuation and designing purchasing processes. 
- Role of suppliers in business continuation 
 First initial idea is related to business continuation. Traditionally, companies 
reviewed suppliers based on the prices, reliability of good quality and punctuality in 
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delivery time. However, as companies look for ways to be more competitive, they start to 
optimize what their suppliers can provide and help companies to cut cost while improving 
qualities of produced goods. Along with development of ideas that suppliers can be more 
valuable when they are not only evaluated based on simple monetary factors alone, their 
role in business continuation increased. Even in supply chain engineering realm, in 
designing supply chain, Goetschalckx (2011) stated that purchasing companies should 
also pay attention to principles such as trust with verification, in which decision makers 
should not just trust a supply chain modeling results as real world problems can go easily 
undetected. Another concern is related to realization that there is no single best design. 
Decision makers should judge the risk of various decisions and to compare different 
decisions with respect to expected performance and risk (p. 523-524). Thus, as Ross 
(2015) described that the commonly understood relations with suppliers start to develop 
into a more cooperative and collaborative ways, such as shown in figure 3 (p. 556).   
Traditional Purchasing Versus Supplier Relationships 
Traditional Approach  Supplier Relationships 
Adversarial relationships vs. Collaborative partnerships 
Many competing suppliers vs. Small core of supply partners 
Information is proprietary vs. Collaborative sharing of information 
Evaluation of buy by bid vs. Evaluation by level of commitment to 
partnership 
Supplier excluded from the design 
process 
vs. Real-time communication of designs and 
specifications 
Process improvements are intermittent 
and unilateral 
vs. Commitment to continuous process 
improvement 
Quality defects reside with the supplier vs. Mutual responsibility for total quality 
management 
Clear boundaries of responsibilities vs. “Virtual” supply organizations 
Figure 3: Traditional Purchasing versus Supplier Relationships 
(Source own illustration based on Ross, 2015, p. 556) 
  
 The question is now related to what can be expected from suppliers to necessitate 
such cooperative behavior. Suppliers can assist companies through their expertise to 
develop innovation, taking over of certain production activities and providing production 
materials that meet regulatory standards. Significant benefits are possible from better 
managing relationships with key suppliers as SRM has become a critical business 
process because of demand to be competitive, sustainability and risk consideration, cost 
efficiency, and expertise in innovating new products and successfully bringing them to 
market (Lambert & Schwieterman, 2012, p. 337).  
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 Scott, Lundgren & Thompson (2011) also mentioned other benefits from supplier 
relationship management such as “breaking down functional barriers and functional 
mindsets; promoting innovation and joint thinking for “doing things better”; improving 
supply chain visibility for purchasing company and supplier, sharing assets across supply 
chain, removing duplications; enhancing forward looking visibility giving more reliability to 
all parties” (p. 44). Supplier goodwill is considered important company’s asset. 
Purchasing company develops supplier goodwill by being open, impartial, and 
scrupulously fair in all its dealings with suppliers (Dobler, Lee, & Burt, 1984, p. 95). 
Fairness or treating people fairly is also linked to achievement of competitive advantage 
through supply chain relationships (Hornibrook, Fearne & Lazzarin, 2009, p. 800).  
  Hence, the contribution from suppliers may concern many aspects that result in 
monetary gains and non-monetary gains. Monetary gains include measures related to 
costs cuttings or improvement in quality of sourced materials. Non-monetary gains 
include measures related to fulfillment of non-financial requirements, such as meeting 
regulatory standards or satisfying legitimate demands from stakeholders. One example 
in this realm is the implementation of HRDD through impact assessment and reporting by 
a company that require its suppliers to adopt similar policy as well. 
- Designing Purchasing Processes  
 Second initial idea is related to the strategy that needs to be implemented in 
designing purchasing processes. The importance of purchasing function is emphasized 
when companies realized that optimization in this department can have high influence in 
their economic performance. Purchasing strategy is developed through having a general 
view of wide-range suppliers and focus on suppliers. This includes continuous 
observation of current suppliers that companies already have relations with and other 
available suppliers in the market. With the focus in maximizing the purchasing relations 
with current and prospective suppliers, then SRM can be understood as the process of 
setting up, developing, stabilizing and dissolving relationships with current suppliers as 
well as the observation of potential suppliers to create and enhance value of the 
relationships (Moeller et al., 2006, p. 76). Discerning this idea, the performance of the 
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suppliers3 is the factor that companies mostly base their decision to initiate or continue 
the business relations. 
 Considering the two initial ideas above, SRM may be defined as the business 
process that provides the structure for how relationships with suppliers are developed 
and maintained. This is done through two processes: strategic process in which 
management establishes and strategically manages the process; and operational 
process in which implementation takes place (Lambert & Schwieterman, 2012, p. 340). 
SRM is treated as a macro-business process that is tied closely with other macro business 
processes along the supply chain as shown on Figure 4. This close connection is a 
reflection that integrated functional relationships need to be maintained as the success of 
one macro business process is influenced by the others. 
 
Figure 4: Supplier Relationship Management within the Supply Chain 




3 Emphasis added to highlight the basic idea of suppliers’ performance towards criteria determined by 
suppliers that is used in this dissertation to decide the kind of relationship that purchasing companies have 
with their suppliers.  
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2.2.1. Supplier Relationship Management (SRM) Framework 
 This part highlights two frameworks with two different perspectives of performing 
SRM for the purpose of increasing value along the supply chain. The first one is an 
integrated framework that explains the steps to conduct SRM while the second one 
conducts an overview of suppliers based on their lifecycle. It is important to mention that 
apart from these two frameworks, there are several other SRM frameworks that consist 
of linear and/or nonlinear steps or use different relational methods.  
 Park, Shin, Chang & Park (2010) suggested an integrated framework that 
combines all the functions. As figure 5 shows, the functions within the framework starts 
with Phase 1, which is shaping the purchasing strategy that is done through classification 
of items based on supply risk, analysis of the supplier relations and establishment of an 
action plan. Phase 2 is supplier selection by conducting supplier pre-selection for supplier 
pool construction and partner selection for collaboration. For these two selection stages, 
the criteria that base the selection are cost, delivery and quality. Phase 3 is collaboration 
that is done during product development stage and production stage. Phase 4 is supplier 
assessment and development. In this SRM framework, suppliers are segmented and 
developed differently based on the importance of materials, the attractiveness of the 
relationship between the supplier and the purchasing company; and the result of 
suppliers’ evaluation. All these four phases are conducted within the framework to 










Figure 5: Integrative Supplier Relationship Management Framework 




















 The second SRM framework focuses on treating suppliers as the subject of 
relationship management activities. There are three main sequential phases of suppliers, 
which are out-supplier management, in-supplier management and in-supplier dissolution 
management as seen on figure 6. The focus is to manage relationship with suppliers in 
the course of time to make the best out of every relationship and maximizing the portfolio 
of suppliers. Main aspect of out-supplier management is observation of suppliers who do 
not have relationship yet with the purchasing company. In-supplier management aims to 
build up and maintain relationships to enhance value creation because every supplier has 
different potential. There are four sub-elements in in-supplier management, which are set-
up management, development management, contract management and disturbance 
management. The last main sequential phase is in-supplier dissolution management 
which basically ending an unwanted relationship for any reason with a supplier. 
  
 
Figure 6: Supplier Relationship Life Cycle and Corresponding Management Tasks 
(Source own illustration based on Moeller, Fassnacht, & Klose, 2006, p. 77) 
 
 As can be seen above, approaches in managing relationship with suppliers in SRM 
may take many various sets of different steps. Researchers proposed diverse linear or 
non-linear and systematic step-by-step processes for companies to manage their 
relationships with suppliers. This subsequent part will elaborate the similarities and 
common steps among these many approaches that are also relevant concepts in SRM to 
implement HRDD through of Human Rights Impact Assessment (HRIA) and reporting. In 
brief, SRM starts with developing purchasing strategy. It is then followed by observation 












working relation between companies and their suppliers. Over a period of time, the quality 
of the working relation is then evaluated in which company reviews the performance of 
the suppliers. The performance review is used to determine what can be done further by 
company to achieve its goals. For several chosen suppliers, company may decide to 
conduct further collaboration in the forms of supplier development and in a very few 
cases, partnering programs. In some cases, company may find the performance of 
suppliers to be appalling or get involved in a conflicting relationship with them. This 
possibility is to be addressed in conflict and dissolution management. Each of these 
relevant concepts and processes are described further below to enable a holistic 
explanation that include relevancy to implementation of HRDD using SRM. 
 
2.2.2. Strategy Development 
 Strategy development is usually the first step of SRM framework. The purchasing 
direct strategy of a company typically falls into two broad categories, which are 
competitive strategy and cooperative strategy. Competitive strategy is based on the 
balance between the supply power of suppliers and the demand power of a company. 
This is also affected by availability of competing suppliers with the same products which 
results in purchasing company’s ability to push for price as low as possible at the cost of 
sellers. This type of purchasing that focus on cost reduction alone diminishes possibility 
of building good and long-term relations between a company and its suppliers. Because 
the role of suppliers has gotten more prominent as more complex expectations are faced 
by company from its stakeholders, competitive strategy is pursued much less than before 
and gave prominence to second type of strategy which focuses on gaining more from 
suppliers through cooperation and collaboration.  
 Companies realize that they can increase customer value through better product 
quality, reliable delivery time, innovation, better human rights policy and implementation, 
etc. Therefore, low price alone cannot be the only criteria to base supplier selection. 
Optimization of supply chain is another consideration. Amidst competition, companies 
recognize that there are many that can be done along the supply chain to improve their 
competitiveness. One of those things is cooperating with their suppliers to deliver 
customer value and this makes the second strategy to be mostly used now. The success 
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in selecting suppliers that fits the competitive strategy of a company will determine the 
outcome of a whole SRM strategy.  
 Relating it to value chain management concept, added value or gains might be 
possible to achieve through cooperation. The issue of coordinating the supply chain takes 
into consideration a supply chain with different parts owned by separate entities. In an 
ideal cooperative world, let us assume that they all worked together as if they were owned 
by one single entity and worked in synchronization to maximize the performance of the 
overall supply chain. This is the maximum attainable supply chain performance. When 
this is compared to the performance that can be achieved with the existing contractual 
agreements, the difference is called the ‘supply chain loss’ that is caused by less-than-
perfect coordination (Huchzermeier & Iyer, 2010, p. 378).  
 Jene & Zelewski (2012) stated that with the aid of goal-oriented management of a 
cooperation of multiple companies, it is possible to achieve special cooperation gains or 
added values that cannot be realized without cooperation. The companies are generally 
assumed to be legally autonomous entities whose cooperation does not rely on 
hierarchical instruction and they can see each other on equal level. When the cooperation 
is based on voluntary collaboration, it is understood to be economically beneficial from 
the perspective of each company involved (p. 167-168). Supply management moves from 
focus in price to value, as purchasing companies face higher supply risks and the spend 
categories they purchase become more specialized or complex.  
 There are three types of relational sourcing business models that enable 
companies to create more value with their suppliers. They are preferred provider model, 
performance-based model and vested model (Keith, Vitasek, Manrodt & Kling, 2016, p. 
92). Considering the business buying behavior, it seems that the supplier influences the 
value-added process of a business buyer as the quality of the input has an impact on the 
quality of the output and finally, a purchasing company’s success on the market. Because 
every purchase is also a sale, the buying decision is of utmost importance for the 
purchasing company (Fliess, Johnston & Sichtmann, 2015, p. 171). 
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Figure 7: Supplier Relationship Management Strategic Process 
(Source own illustration based on Lambert, 2008, p. 55) 
 
 Another point to consider is that in developing strategy for SRM, it is an immediate 
thought that companies are faced with purchasing-specific strategy such as decisions 
whether to have single versus multiply supply sources or short-term versus long-term 
purchase contracts. Though this is arguably important point and to be discussed too in 
later part, the strategy development that is of concern here related to how SRM indicates 
an opportunity to build on strategic sourcing to achieve company’s goals through 
developing partnerships relationships with key suppliers to reduce costs, create 
innovation with new products and generate value for both sides based on shared 
commitment to longer term collaboration and mutual success. As seen on figure 7, there 
are 5 sub-processes within SRM strategy development:  
- There should be a review of company strategy and its marketing, manufacturing and 
sourcing strategy to find out about critical supplier segments that influence greatly the 
success of the company currently and in the future. Through this, companies can 
identify the type of suppliers that they want to develop long-term relationship with. This 
decision impacts products’ quality and availability, the time to market for new products 
and access to critical technology. 
- The criteria to identify suppliers are formulated with the aim to categorize them. The 
typical criteria included are profitability; growth and stability; criticality of service level 
necessary; sophistication and compatibility of suppliers’ processes; their technology 
compatibility and capability; purchase volume, available capacity from suppliers; 












- The guidelines for the level of differentiation in the product and service agreement are 
developed by considering quality and cost implications of various differentiation 
alternatives and limit for the degree of customization.  
- Metrics that outlines the interest that is related to the suppliers’ impact on company’s 
profitability and vice versa are developed. The metrics are to be ensured to not conflict 
with the metrics used in other processes.  
- There should be guidelines in sharing process improvement benefits with suppliers 
with the intention to make process improvement a mutually advantageous solution for 
both parties (Lambert, 2008, p. 56-64).  
 
2.2.3. Supplier Observation 
 The typical next step in SRM framework is observing prospective suppliers, which 
is generally done when purchasing companies are in the beginning of its conception or 
when they need new materials that need to be sourced from outside parties. It is 
preliminary step before onboarding new suppliers. There are various ways to conduct this 
step. Companies can simply invite potential suppliers to submit their offerings and form 
lists of available suppliers for certain production materials. Or, they can go a distance by 
already screening potential suppliers based on their preferences. The measures to be 
considered include, but not limited to price, quality, fulfillment of standards and other 
certifications, innovation, location, local regulation, proximity to the material’s next 
manufacturing destination, human rights policy and other criteria. Even on this stage, 
companies should have clear goals of what kind suppliers that they are looking for. 
Supplier observation forms the foundation of what kind of business connections that 
companies are going to have and whether these relations will aid to the success of the 
companies in achieving their goals.   
 Nevertheless, it is worth mentioning that supplier observation can also be done for 
prospective suppliers that have similar products with companies’ current suppliers. “Main 
task of Supplier Relationship Management (SRM) is to optimize the existing portfolio of 
suppliers” (Moeller et al., 2006, p. 73). Hence, the weaknesses of the current portfolio can 
be assessed and dealt with. For instance, there are cases when companies source 
important production material from a single supplier. It might be because the supplier is 
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always delivering well and offers the best price. However, in unlikely events of delivery 
disruption, such as natural disaster or bankruptcy, company’s production can be heavily 
affected. This attempt in starting relations with new suppliers can be considered as risk 
management as well. Another reason to optimize current portfolio is simply to eliminate 
of non-performing suppliers. Regularly monitoring the supplier market can help 
companies in making sure that they have the best deals that they can get from their 
current suppliers and to make it possible to find replacement.  
 Van Aartsengel & Kurtoglu (2013) mentioned three more reasons why supplier 
observation is important. First is the possibility of new suppliers that are superior in some 
way to the existing suppliers of purchasing company in terms of developing a novel 
production technology or streamlined process which allows it to significantly reduce its 
production costs relative to pre-dominate production technology or processes. Or, it 
maybe that new supplier has a structural cost advantage over existing suppliers, for 
example, due to low labor costs or favorable import/export regulations in its home country. 
Second reason is that existing suppliers may have gone out of business, or their costs 
may have increased. Third is the procurement manager may need additional suppliers 
simply to drive competition, reduce supply disruption risks, or meet other business 
objectives such as supplier diversity (p. 322). 
 When conducting prospective supplier observation, companies should also 
consider the costs of starting a new business contractual relation. Costs related to 
acquiring new suppliers should be included in the calculation. In general, it is more 
efficient to maintain or even restore current relations. Therefore, prior to obtaining new 
suppliers, the advantages of doing so should be ensured to be higher than the financial 
costs. Nevertheless, estimating the costs of acquisition in comparison is rather complex 
considering the information asymmetry between the supplier and purchasing company. 
This is because the knowledge about capacity and capability of current suppliers is more 
reliable than the knowledge about prospective suppliers with whom the company does 
not have any formal business relationship yet (Moeller et. al., 2006, p. 77-78).  
 Transactional constraint needs to be considered as costs too. Some supply 
contracts are required to include contingencies for example early termination or 
complexities and uncertainties in the specific industry like high-tech industries (Laffont & 
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Tirole, 2002, p. 3-4). Another consideration in regards to new suppliers’ acquisition is due 
to psychological factors such as compatible company cultures and personal relationships 
that have been built with current suppliers. In sum, observing prospective suppliers is 
mainly intended to ensure that the current suppliers’ portfolio is already maximal in 
achieving company’s financial and non-financial goals. On the other hand, it also 
functions in keeping company abreast with the current offerings and innovation available 
in the market. 
 
2.2.4. Supplier Selection 
 Classifying prospective suppliers and finally selecting them is a very important step 
in supply chain management and a key decision area for efficient purchasing and 
manufacturing. Therefore, the decision to do so should go through several checks and 
confirm to the company’s goals. Following selection process, a company will enter a 
formal relation with suppliers that will be legally binding. There are several factors that 
govern how supplier selection is conducted, such as company’s holistic supply chain 
management objectives, purchasing strategy, type of materials being sourced, price, 
supplier performance, supplier’ fulfillment of standardizations, level of innovation, industry 
regulations, supply chain culture, social conditions, company’s HRDD policy, and other 
factors that can be competitive advantages for the company’s bargaining power or 
restrictive in nature. All of these factors determine a list of criteria that purchasing 
department needs to consider when making the select decision. Basically, the situation 
now is that suppliers are increasingly being judged based on a wide range of criteria with 
the intention of better management (Berry & Naim, 1996, p. 188).  
 The responsibility for selecting suppliers usually falls on the hands of purchasing 
management. A simpler approach is when a single purchase manager performs the 
analysis and decides. A more-engaging approach is involving a cross-functional team 
consisting of representatives or purchasing management, design engineering, 
operations, quality, and finance. Another approach is to utilize a product/part team that is 
created to source and manage a group of similar components and it consists of a product 
purchasing manager and representatives of materials, design and manufacturing 
engineers, production planners, quality and finance (Sharma, 2010, p. 218).  
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 The main processes in selecting suppliers for business relations evolve around 
comparison, evaluation and selection of suppliers. There are several main concepts of 
suppliers’ selection discussed in this part. Traditionally, prospective suppliers are 
compared, evaluated and selected based on their quoted price. As competition between 
companies becomes more complex, focus on price usually might cause purchasing 
companies to miss calculating the impact of the total cost using a supplier. Chopra & 
Meindl (2004) proposed that apart from price, purchasing companies should also consider 
replenishment lead time, on-time performance, supply flexibility, delivery frequency and 
minimum lot size, supply quality, inbound transportation cost, pricing terms, information 
coordination capability, design collaboration capability, exchange rates, taxes and duties, 
and supplier viability (p. 389-390). 
- Replenishment lead time affects the cost of holding safety inventory. As the 
replenishment lead time grows, the number of safety inventory that the purchasing 
company needs to hold also grows.  
- On-time performance impacts the variability of lead time as it gets longer the required 
safety inventory gets higher as well.  
- Supply flexibility is the amount of variation in order quantity that a supplier can tolerate 
without letting other performance factors deteriorate which also influences the level of 
safety inventory that a purchasing company needs to carry.  
- Delivery frequency and minimum lot size offered by a supplier impact the size of each 
replenishment lot being ordered by a company. When replenishment lot size grows, 
the cycle inventory at the company grows; hence it increases the cost of holding 
inventory. Delivery frequency also affects the required safety inventory. Both factors 
impact the cost of holding cycle and safety inventory.  
- Supply quality has impacts to lead time that is taken by the supplier to complete the 
replenishment order and the variability of this lead time because follow-up orders often 
need to be fulfilled to replace defective products. Therefore, purchasing company 
needing to carry more safety inventory from a low-quality supplier compared to a high-
quality supplier.  
- Inbound transportation cost concerns distance, mode of transportation and delivery 
frequency that all impact the cost associated with a supplier.  
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- Pricing terms include allowable time delay before payment needs to be made and 
some kind of quantity discounts given by the supplier, which all affect the working 
capital of purchasing company.  
- Information coordination capability of the suppliers affects the ability of purchasing 
company to match supply and demand, as it results in better replenishment planning 
and lowering sales lost because of lack of availability or less responsiveness.  
- Design collaboration capability that is good for manufacturability and supply chain has 
impacts in lowering required inventory and transportation costs. Coordinated design 
across many suppliers is critical to the ultimate success of the products and the speed 
of the introduction.  
- Exchange rates, taxes and duties are significant for companies with a global 
manufacturing and supply base. Companies may perform financial hedges to counter 
exchange rate fluctuations and other supply options in a global supply chain to 
account for demand and macroeconomic variability.  
- Supplier viability is connected to the likelihood that the suppliers will still exist to fulfill 
the promises they make. This is especially the case when they provide mission-critical 
products (Chopra& Meindl, 2004, p. 390-392).  
 Apart from those, companies may include factors such as certifications from the 
suppliers, such as the popular ISO 9000 series. Standards such as this provide quality 
assurance. Other factors to be considered are trust and commitment. Trust is “conveyed 
through faith, reliance, belief or confidence in the supply partners and is viewed as 
willingness to forego opportunistic behavior.” On the other hand, commitment “implies 
that the trading partners are willing to devote resources to sustaining partnership 
relationship” (Li, 2008, p. 99-100).   
 The whole explanation about these various quantitative and qualitative criteria to 
select suppliers illustrate the extend of how much is expected from suppliers. This creates 
a main challenge in supplier selection process, which is multiple criteria decision making. 
Relating this to the topic of dissertation, purchasing companies may include prospective 
human rights performance of suppliers into the multiple criteria decision making. All of 
these criteria should be well calculated and designed to enable their combination with the 
intention to come up with the best possible suppliers. Nevertheless, it should be noted 
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that it is extremely challenging for any one supplier to excel in all dimensions of 
performance. Because of this the actual choices are understandably will involve tradeoffs 
(Verma & Pullman, 1998, p. 740). There are several quantitative ways proposed by 
researchers in dealing with multiple criteria decision making which concern various trade-
off criteria. However, the detailed implementation of mathematical solution for that 
purpose is not discussed in this dissertation. 
              
Figure 8: Processes in Supplier Evaluation and Selection  
(Source own illustration based on Handfield et.al., 2009, p. 237) 
 
 Apart from understanding the requirements towards prospective suppliers to be 
selected, it is also important to have a general framework regarding the processes 
involved in evaluating prospective suppliers and selecting them. Handfield et. al. (2009) 
put forward a set of steps that can be done during supplier evaluation and selection 
process as shown in figure 8. The 7-step process is explained below: 
- Recognizing the need for supplier selection: The need to evaluate new sources of 
supply usually takes place, among other things, during new product development or 
outsourcing analysis, at the end of a contract or due to poor internal or external 
supplier performance. It may also happen when current suppliers have insufficient 
capacity, buying new equipment, expanding to new markets of products lines, 
reducing the size of the supply base, internal users submit requisitions for goods or 
services, performing market tests, faced with countertrade requirements, 









Progressive purchasing departments are gradually being more anticipative rather than 
reactive to supplier selection needs.  
- Identifying key sourcing requirements: Purchasing companies should find out about 
the requirements that are determined by internal and external customers within the 
value chain, which can differ though the typical requirements such as quality, cost and 
delivery performance are usually in the evaluation mix. 
- Determining sourcing strategy: It must be kept in mind that there is no single strategy 
approach satisfies all the requirements for purchases. Nevertheless, the selected 
strategy option much influences the supplier selection and evaluation process. 
Several key decisions on strategy include single versus multiply supply sources, short-
term versus long-term purchase contracts, suppliers with design support or those 
without, full-service versus non-full-service suppliers, domestic versus foreign 
suppliers and close relationship or arm’s length purchasing.  
- Identifying potential supply sources: Purchasing companies depend on various 
sources of information such as current suppliers for new purchase requirement, sales 
representatives, information databases, experience, trade journals, trade directories, 
trade shows, second-party or indirect information, internal sources and internet 
searches. From these sources of information, the type of suppliers that companies 
wish to engage business relations with, based on initial purchasing strategy, is 
determined. Sourcing alternatives that should be decided further are whether 
purchasing companies decide on manufacturer or distributor, local or national or 
international suppliers, large or small suppliers, and multiple or single sourcing.  
- Limiting suppliers in selection pool: The aim is to narrow the list of potential suppliers 
while also conduct an in depth formal evaluation. Several criteria to limit the selection 
pool are developed from conducting financial risk analysis, evaluation of supplier 
performance perhaps from previous purchase and evaluation of supplier-provided 
information.  
- Determining the method of supplier evaluation and selection: It is basically evaluating 
the remaining potential suppliers on the list that seem equally qualified. In order to 
evaluate and select them, the information from the supplier is once again evaluated 
along with conducting supplier visit and collecting external or third-party information.  
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- Selecting supplier and reaching agreement: The activities involved depend on the 
purchase items under consideration. For routine items, it simply requires notifying and 
awarding a basic purchase contract to a supplier. For major purchase, the process is 
more complex that involve detailed negotiations to agree upon the specific details of 
a purchase agreement (Handfield et. al., 2009, p. 237-247).   
 Supplier selection as a whole is a rigorous set of processes that is not without 
selection risk as mentioned by Seshadri (2005). The selection risk when choosing 
potential suppliers can be avoided through framing of selection risks through sourcing 
strategy. One way to avoid it is through investment by both supplier and purchasing 
company in long term arrangements of information exchanges (p. 116-117). Or in other 
words, this means basically encouraging more cooperation between the two parties.        
 
2.2.5. Classification of Suppliers and Performance Assessment 
 The next set of processes that follows observation and selection of suppliers is 
classification of suppliers. The aim is to conduct assessment in regards to the 
performance of the current suppliers in accordance to the current strategy of the 
company. The evaluation on this stage includes more information regarding the suppliers 
in comparison to the evaluation done prior to supplier selection. It is because after 
establishing business relations, purchasing companies are finally exposed to the actual 
conduct of the suppliers. Hofmann, Maucher, Kotula & Kreienbrink (2014) stated that the 
necessity and objective of suppliers’ evaluation is that it presents the basis for not only 
the selection of suppliers but also negotiations with them, any remedy of potential 
weaknesses, as well as further promoting or enhancing their strengths (p. 94).  
 Classification of suppliers is usually intended to assist companies in developing 
plan on how to manage the suppliers. Several literatures on the topic of supply chain 
management introduced a way in classifying products, which in effect results in classifying 
suppliers. In classifying products, Chopra & Meindle (2004) stated that there are two main 
categories of purchased goods, which are direct materials and indirect materials. Direct 
materials are components needed to produce finished goods, while indirect materials are 
goods needed to support operations of the companies. The characteristic of direct goods 
is namely that they are production goods, costs put into Cost of Goods Sold (COGS) in 
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accounting, delay in their delivery causes delay in production, processing cost to relative 
value of transaction is low and number of transaction is low. On the other hand, indirect 
materials are used for maintenance, repair and support operations, costs put into selling, 
general and administrative expenses (SG&A) in accounting, delay in delivery causes less 
direct impact, processing cost to relative value of transaction is high and number of 
transaction is also high. Hence, the main strategy for indirect materials is to reduce 















Bulk Purchase Items 
 Low                     Value/Cost High 
Figure 9: Classification of Products Purchases for the main purpose of cost reduction  
(Source own illustration based on Chopra & Meindl, 2004, p. 406) 
 
 Classification of products is also done through a purchase portfolio matrix 
(Harrison & Van Hoek, 2008, p. 268), in which based on this classification, the materials 
purchased are also categorized based on value and criticality as shown on Figure 9. On 
the matrix above, the overall goal of the products classification is to reduce costs without 
jeopardizing availability for significant production materials. Most of indirect materials are 
in the general items category; hence the procurement goal in this category is to lower the 
cost of acquisition. For most bulk purchase items, suppliers tend to have similar selling 
price. Using a well-designed auction is like to be most effective for bulk purchase items. 
Critical items include components with long lead times and specialty chemicals, which 
make availability needs to be ensured. In this situation, purchasing should work to 
improve coordination of production plans at both purchasing company and supplier. 
Alternate suppliers for critical items though costlier should be considered. For strategic 
items, the relationship between purchasing company and supplier should be long term. 
The evaluation of suppliers of the products in this category is based on the lifetime 
cost/value of the relationship. In this sense, purchasing should find suppliers that can 
collaborate in many production activities (Chopra & Meindle, 2004, p. 405-406).  
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High Leverage: Best Deal 
(High Profit Impact, Low Supply Risk) 
 
• Unit cost management important 
because of volume usage  
• Substitution possible 
• Competitive supply market with 
several capable suppliers 
 
Critical: Cooperation 
(High Profit Impact, High Supply Risk) 
 
• Custom design or unique specification 
• Supplier technology important 
• Changing source of supply difficult or 
costly 














(Low Profit Impact, Low Supply Risk) 
 
• Standard specification or 
“commodity” type items 
• Substitute products readily available 
• Competitive supply market with 
many suppliers 
Bottleneck: Supply Continuity 
(Low Profit Impact, High Supply Risk) 
 
• Unique specification 
• Supplier’s technology important 
• Production-based scarcity due to low 
demand and/or few sources of supply 
• Usage fluctuation not routinely 
predictable 
• Potential storage risk  
 Low  Supply Risk/Supply Market 
Complexity (External Issues) 
High 
Figure 10: Classification of Purchase Items 
(Source own illustration, following Ellram & Cousins, 2007, p. 258) 
 
 Apart from cost as the main criteria in classification of products, there are other 
more complicated categorizations that are based on more complex criteria. The added 
criteria are expected to also have influence in the performance of the company and are 
based on strategic goals of the company, such as the classification depicted on figure 10. 
The categories are based on two main criteria: internal issues, which include risk, value 
and costs to companies, and external issues, which include supply risk and supply market 
complexity. The categorization of products being sourced is depicted on figure 10 and 
resulted in four categories: 
- Routine: These items have relatively low importance and relatively low market risk, 
such as maintenance, repair and operating supplies. The overall strategy for this 
category is to reduce number of transactions and simplify the process with the 
objective to get the most competitive price of the product, while maintaining the 
delivery and quality standards, through preferably single sourcing as supplies 
assumed to be plentiful.  
- Bottleneck: These items are those that are not noticeable when they are available but 
create minor crisis when not, as there are few suppliers. Because of low and sporadic 
demand of the items, it is difficult to get priority treatment from suppliers. The strategy 
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is to standardize the items into something readily available or when this is not possible 
then try to increase the company’s importance to the supplier by exchanging some 
resources. 
- Leverage: These items are the most favorable category from the purchasing 
company’s point of view. The strategy used here is to increase bargaining power and 
establish much stronger negotiating position to reduce costs, while still paying 
attention to any possible market shifts.  
- Critical: These items have high exposure to the supplier and high impact on the 
business and tend to be high-value items due to shortages, supplier’s technical or 
quality superiority, regulatory requirements, patent ownership, etc. The strategy is to 
develop long-term contracts with a strong relationship focus (Ellram & Cousins, 2007, 
p. 258-263). 
 Comparing the classifications in figure 9 and figure 10, it seems that the 
classification in figure 9 is related to reducing costs while classification in figure 10 aims 
to achieve the strategic supply management goals of companies which are not 
necessarily only about reducing costs but more on increasing the total value. With 
different goals, the classification of products, which logically classifies suppliers too, can 
take variety of forms and have different levels of complexity. Therefore, it can be 
understood that it is common to evaluate and classify suppliers based on multiple criteria. 
The calculation methods would get more complicated as more criteria are included. It is 
even more so when there is combination of quantitative and qualitative criteria in the 
classification, though it is not impossible to build such complex calculation system. These 
considerations are important when similar classification is designed with HRDD goals in 
mind. Complex calculation of suppliers’ performance for HRDD purposes should be 
expected as there will be combination of quantitative and qualitative criteria. Furthermore, 
even prior to that, the criteria for HRDD suppliers’ classification and evaluation purposes 






2.2.6. Cooperation and Collaborating with Suppliers 
 There are various ways in analyzing relationships between purchasing companies 
and suppliers. One way is to consider the level of centralizing tendency, as proposed by 
Li (2008) who differentiated six possible types of supplier relationships as shown in figure 
11 (p. 86-87): 
- Vertical integration: In this relation, a company directly controls multiple values-add 
stages from raw material production to the sale of the product to the ultimate 
consumers. The more steps in the sequence, the stronger the vertical integration. 
Depending on the direction of the integration, companies can be categorized as 
backward integrated or forward integrated (ibid., Li, 2008, p. 86-87).  
- Autonomous division: In this relation, product can be manufactured independently 
from parts and components produced within the division of a large corporation (ibid., 
Li, 2008, p. 86-87).  
- Arm’s length relations: These are transactional relationships (ibid., Li, 2008, p. 86-87). 
The products being offered by suppliers are usually standardized as well as the terms 
and conditions (Shapiro, 2001, p. 297-298; Grant, Lambert, Stock & Ellram, 2006, p. 
118). The negotiations focus on low price. At the completion of the transactions, the 
relationship also ends.  
Supply Relations Organizational Structure Commitment 
Vertical Integration Centralized organization Directly owns multiple value-add stages 
within the company 
Autonomous Division Moderately centralized Between vertically integrated 
corporation and joint venture 
Arm’s Length No joint commitment and 
operations between the seller 
and buyer 
When the transaction completes, 
relationship ends 
Joint Venture Certain level of commitment Agreement to share risks in equity 
capital 
Strategic Partnership Moderately decentralized Long-term relationships, sharing both 
risks and rewards 
Virtual Integration Decentralized organization Coordinate much of the business 
through marketplace 
Figure 11: Type of Supply Relationships 
(Source Li, 2008, p. 87) 
 
- Joint venture: It can be between two or more companies that agree to share risks in 
equity capital in order to achieve a specific business objective (ibid., Li, 2008, p. 86-
87).  
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- Strategic alliance: These relations are in the form of long-term and goal oriented 
partnership between two companies that share risks and rewards (ibid., Li, 2008, p. 
86-87).  
- Virtual integration: These relations are based on coordination of business between 
companies through the marketplace where free agents come together to buy and sell 
one another’s goods and services (ibid., Li, 2008, p. 86-87). 
 Integration degree with suppliers related to how much information that purchasing 
companies are willing to share, which depends on the reliability characteristic of suppliers, 
such as capacity and education level, especially for suppliers in less developing countries 
(Rashid & Aslam, 2012, p. 318). Alignment in supply chain itself is enabled by information 
sharing (Skipworth, Godsell, Wong, Saghiri & Julien, 2015, p. 521).  
 Another way to look into these relationships is by considering the result of 
cooperation between purchasing company and supplier which depends on how both 
parties can align their organizations to enhance their engagement. As Weiss & Molinaro 
(2005) stated that alignment refers to the degree to which business units, departments, 
and team work together efficiently to implement a strategy. While on the other hand, 
engagement is about the degree of commitment and investment in the success of an 
enterprise. The interaction between these two criteria results in four different kind of 
relationships possible between purchasing companies and suppliers: 
- Harmonious relationship: It is relationship that has both good alignment and 
engagement. 
- Misunderstood relationship: It is relationship that has good alignment but poor 
engagement.  
- Mismanaged relationship: It is relationship that has poor alignment but good 
engagement. 
- Acrimonious relationship: It is relationship that has both poor alignment and 
engagement (as cited in Sheth & Sharma, 2007, p. 365-366).  
 All these four kinds of cooperation can move around within the matrix which is 
shown on figure 12 and the movement aims to achieve the kind of cooperation describe 
in harmonious relationship. This can be done by developing a company-level perspective 
and work in the interest of the entire organization, building relationships with key 
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stakeholders through both formal and informal methods, increasing collaboration and 












(effective and efficient) 
 
Acrimonious Relationship 




 Poor  Engagement Good 
Figure 12: Alignment/Engagement Matrix  
(Source own illustration based on Weiss & Molinaro, 2005 as cited in Sheth & Sharma, 2007, p. 366) 
 
 Apart from previously described relationships with suppliers, there are also 
relationships which are more collaborative in nature. Handfield et. al. (2009) defined 
collaboration as “the process by which two or more parties adopt a high level of purposeful 
cooperation to maintain a trading relationship over time” (p. 122). The characteristic of a 
collaborative purchasing company-supplier relationship is that one or a limited number of 
suppliers for each purchased item or family of items. The rest of suppliers often provide 
material under long-term contracts with agreed-upon performance improvement targets. 
This strategy of limiting the number of suppliers is especially preferred in a lean supply 
chain management because firstly, the amount of business with the supplier will make 
the lean company a dominant customer, which in turn can demand greater respect and 
service. Secondly, it reduces the paper work and unnecessary waste of time dealing with 
large numbers of suppliers (Schniederjans, Schniederjans & Schniederjans, 2010, p. 27). 
Thirdly, strategic supplier partnership in lean supply chain strategy results in supply chain 
responsiveness (Qrunfleh & Tarafdar, 2013, p. 579).  
 These closer and more collaborative relations are based on win-win approach to 
reward sharing and involve joint efforts to improve supplier performance across all critical 
performance areas and joint efforts to resolve disputes. There is an open exchange of 
information that includes information about new products, supplier cost data, and 
production schedules and forecasts for purchased items. Ireland & Bruce (2000) stated 
that there are structural prerequisites for collaboration which are basically infrastructure 
for communication and information sharing. Moreover, there are relational prerequisites 
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like trust and alignment of goals and incentives. Trust is a key when it comes to 
commitment in a relationship. This is because a major obstacle for collaboration includes 
lack of trust (as cited in Hoehn, 2010, p. 5).  
 Other collaborative characteristics takes into account a credible commitment to 
work together during difficult times and a commitment to quality. Collaborative relations 
may develop to a closer one such as described as partnership sourcing which is defined 
as “a commitment between a customer and a supplier to a longer-term relationship based 
on trust and clear, mutually agreed objectives. The sharing of both risks and rewards of 
the partners’ joint activities is fundamental to the concept; as are their common goals of 
world-class capability and competitiveness, the elimination of waste, acceleration of 
innovation, and expansion of the market” (Steele & Court, 1996, p. 154).  
 Considering this, not all relationships with suppliers should be collaborative or even 
moves to the direction of partnership sourcing. Nevertheless, the trend is toward more 
collaborative approach. This is because companies may gain many added values from 
closer relationships or partnerships with suppliers, such as development of mutual trust 
and openness which makes it possible for supplier to share cost data with purchasing 
company with expectation of a joint effort to reduce a supplier’s cost through a mutual 
sharing of ideas and information. Further advantage is the opportunity to evaluate which 
suppliers should receive long-term contracts and develop shared goals. It is beneficial 
because it is an incentive for supplier to invest in new plants and equipment while also 
lead to joint development of technology, sharing risks and mutual benefits, and supplier 
capabilities. But obviously, there is downside to this initiative, such as confidentiality 
issues regarding financial, product and process information. There might be limited 
interest from the suppliers too or even resistance to change on the part of the purchasing 
companies. Lastly, legal barriers against this type of cooperation may exist in some 
industries in the form of legal antitrust concerns (Harrison & Van Hoek, 2008, p. 274-275; 
Handfield et. al., 2009, p. 122-125).  
 When purchasing companies are involved with suppliers to build long-term and 
close business relationships, they begin to treat each other more as partners. Partnership 
is the term used to describe supplier relationships that are transactional with no share of 
ownership but closer and more long-term. There is no actual benchmark in describing 
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partnership as every business relationship is different. This is because each relationship 
is motivating in different way with different operating environment, duration, breadth, 
strength and closeness. Nevertheless, Grant et. al. (2006) indicated three types of 
partnership: 
- First type is when both companies recognize each other as partners and coordinate 
activities and planning on limited basis. The duration is usually short-term and the 
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Figure 13: The Partnering Process 
(Source Grant et. al., 2006, p. 119) 
 
- Second type is when both companies are involved beyond coordination activities to 
integration activities. Although the partnership is not expected to last anytime soon, it 




























- Third type is when both companies share a significant level of integration to which 
each party views other as an extension of their own firm. Thus, there is usually no end 
date for the partnership (p. 118-119). 
 The partnership model, introduced by Grant et. al. (2006) is shown in figure 13. In 
partnership, drivers are reasons and motivation that convince companies to become 
partners. Both companies must believe that they receive significant benefits from 
partnership and that the benefits are not possible without the partnership. The benefits 
include asset or cost efficiencies, customer service improvements, marketing advantage 
and profit stability or growth. Drivers are important for successful partnership as long as 
the benefits derived from the drives are sustainable in the long term. Drivers must strongly 
exist for both parties, though they do not necessarily need to be the same. Drivers should 
also strong enough for both parties to give them realistic expectations of significant 
benefits through strengthening of relationship (p. 118-119).  
 Facilitators are elements of a corporate environment that allow a partnership to 
grow and strengthen, while serving as a foundation for good relationship. These include 
corporate compatibility, similar managerial philosophy and techniques, mutuality and 
symmetry. As facilitators apply to the combined environment of the two potential partners, 
they should be discussed and assessed jointly to improve relationship. It would seem that 
the more positive the facilitators, the better the chance for the partnership to succeed 
(ibid., Grant et. al., 2006, p. 118-119).  
 Components are related to processes and activities which are established and 
controlled by management throughout the life of the partnership. Through this, the 
relationship become operational and starts to produce benefits of partnering. Partnership 
components are planning, joint operating controls, communications, risk and reward 
sharing, trust and commitment, contract style, scope and financial investment (ibid., Grant 
et. al., 2006, p. 118-119).  
 In the end, the effectiveness of the relationship must be evaluated through explicit 
measurements and metrics that result in feedback. Feedback can loop back to any step 
of the model and the three elements of drivers, facilitators and components are updated 
and adjusted (Grant et. al., 2006, p. 119-122).  
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 In sum, models of business relationship with suppliers provide understanding on 
how collaboration works between purchasing companies and suppliers. The variety of 
relations describes the range and level of possible cooperation between the two 
companies. Furthermore, partnering process put focus on how close business relations 
without share of ownership operates and how they can be enhanced for mutual 
advantage.     
 
2.2.7. Development of Suppliers 
 Relationship with suppliers since its inception if maintained well by both parties 
have the possibility to develop into collaboration and partnership as described earlier. 
However, going back prior to the reason why a purchasing company may decide to 
develop its supplier is usually because of the supplier’s inability to fulfill the supply needs 
of the purchasing company and the alternative of finding a new supplier or producing the 
required materials by itself has more overall costs (Sharma, 2010, p. 226). Chakravarty 
(2014) also stated that purchasing company has three possible recourses in working with 
a deficient supplier, which are: replacing the supplier, bringing the needed product in 
house or in-sourcing, and assisting the deficient supplier in improving its operations. 
Changing suppliers involves searching for alternative sources of supply and picking the 
one that has a better fit. This choice may not be optimal if the switching costs of starting 
relationship with a new supplier are too high. For the second option of in-sourcing, the 
purchasing company may have to acquire the supplier or build in-house capability to 
manufacture the product. Vertical integration may require substantial investments by the 
purchasing company, and it may become a distraction from the company’s core 
competencies (p. 100).   
 Therefore, the preferred option in dealing with this deficiency is supplier 
development which “consists of any effort by a purchasing company with a supplier to 
increase its performance or capabilities and meet the purchasing company’s short-term 
or long-term supply needs” (Harrison & Van Hoek, 2008, p. 284). It is a well-calculated 
move from the purchasing company as it believes that there is a gap between the current 
performance of the suppliers and the potential performance that the suppliers may 
achieve following the development efforts. It is in the interest of the purchasing company 
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too that the suppliers retain that acquired ability to improve, as long as their business 
relation continues. With the current tendency in SRM to cultivate longer term business 
relations with promising suppliers, the development of suppliers has been accompanied 
with expectation to build long lasting business relations as most suppliers’ development 
efforts require significant investment on the part of the purchasing company.  
 According to Sharma (2010), development of supplier needs commitment as the 
efforts may require manpower from the purchasing company to be based at the supplier’s 
site, financial assistance for equipment and training and treatment to supplier as if it were 
a department within the purchasing company. It also needs highest level of 
communication to establish knowledge on priorities, objective and methods of the 
development.  Collaborative measures, such as those related to being open to sensitive 
internal companies’ information are also expected. Lastly, trust is an important element 
as well that may affect the accuracy of the sensitive information (p. 235-236). Handfield 
et. al. (2005) stated that the problem of lack of trust can be mediated using ombudsmen 
who are not involved in the contract negotiation (as cited in Sharma, 2010, p. 237).   
   
Figure 14: Implementation of Supplier Development 











 To develop suppliers, purchasing companies need to follow certain process. 
Handfield et. al. (2009) introduced one approach that consists of 8 steps in the 
implementation of supplier development strategy as seen in figure 14: 
1. Identifying critical commodities for development: Supply managers analyze the 
company’s sourcing situations to determine if a particular supplier’s level of 
performance merits a development and which commodities and services that will 
require consideration. There is a need to assess the relative importance of all 
purchased goods and services to ascertain focus. 
2. Identifying critical suppliers for development: Based on the performance assessment, 
the suppliers that have crucial products for companies, meet minimum requirements 
but do not provide high performance are identified to be the typical candidates for 
development. 
3. Forming cross-functional development team: A development team from within the 
purchasing company organization should be formed for the purpose of internal 
consensus and support. 
4. Meeting with supplier’s top management team: It is meant to connect with the 
supplier’s top management to build relation for improvement, as there will be aligning 
activities that need to be done. Both parties are expected to establish a positive tone, 
reinforce collaboration and effective communication, and develop trust. 
5. Identifying opportunities and probability for improvement: Supply management 
executives identify the areas for improvement.  
6. Defining key metrics and cost-sharing mechanisms: Specific improvement projects 
are evaluated for their feasibility and potential return on investment. The agreement 
on how to share costs and benefits should also be achieved. Both parties need to 
locate the resources needed for the improvement projects. 
7. Reaching agreement on key projects and joint resources requirements: Specific 
measures and metrics to demonstrate success should also be agreed upon. This must 
include realistic and visible milestones and time horizons for improvement. The role 
of each party in terms of responsibility for specific outcome, manner and timing for 
deployment are specified. 
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8. Monitoring status of projects and modifying strategies: After the initiation of the project, 
the progress must be monitored while both parties engage in two-way exchange of 
information to maintain momentum. This can be done by creating visible milestones 
for objectives, posting progress and creating new or revised objectives based on 
actual progress. This may include modifying original plan, adding more resources, 
building new information or refocusing priorities (p. 325-327). 
Process of Supplier Development 
1.  Identify and review performance gap 
2.  Detail out as to how the project will be approached and implemented 
3.  Work to achieve a mutual agreement on project focus deliverables 
4.  Identify the processes that result in waste 
5.  Compare performance gaps with the desired goals 
6.  Establish project metrics and metrics baselines of the metrics selected 
7.  Gather and analyze data about the past and present performance, and the costs 
and resources availability, including capacity and capability 
8.  Develop improvement strategies 
9.  Develop implementation or action plans 
10.  Calculate the return on investment 
11.  Create and review a proposal with the supplier’s management 
12.  Execute the action or improvement plan for supplier development 
Figure 15: Process of Supplier Development 
(Source own illustration based on Nelson, Moody and Stegner (2001) as cited in Sharma, 2010, p. 237) 
   
 Another proposed approach in developing suppliers is the supplier development 
process introduced by Nelson, Moody and Stegner (2001) that has twelve steps (as cited 
in Sharma, 2010, p. 237) as shown in figure 15. Both approaches in supplier development 
complement each other. Identification of crucial commodities and the gap of the 
performance of the suppliers that provide them is how the development process starts. 
The first approach focuses more on team formation and relations with suppliers in the 
beginning, while the second approach underlines the areas of improvement that need to 
be achieved and strategy development and action plans. It is plausible to adopt and adapt 
these approaches for the inclusion of HRDD goals into suppliers’ development efforts. 
Thus, the combination of financial and non-financial development goals and strategy is 
certainly more complex though not necessarily unattainable. In relations to similar non-
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financial development goals, Hamner (2010) opined that purchasing companies can work 
closely with suppliers and educate them about environmental issues and environmental 
management strategies. The emphasis is on the supplier’s top management about the 
economic benefits of cleaner production and pollution prevention (p. 32-33). Similar 
strategy of heavily involving supplier’s top management can also be used for human rights 
causes. 
 Social responsibility and environmental stewardship can occur only if top 
management is committed to the cause. This is because integrating this goal needs 
organizational integration and resources allocation. This management commitment also 
means involving employees and partnering with suppliers (Mezher & Azam, 2010, p. 71-
72). This collaborative strategy that understand the typical business administration 
processes and is combined with clear goals and clear target, preferably targets that are 
connected to some sorts of financial performance, may enable companies to achieve their 
human rights goals and responsibility.   
 
2.2.8. Disturbance and Dissolution Management 
 Purchasing companies should have a mechanism to detect any possible problem 
developing in their business relations with their suppliers. It is common management 
knowledge that the sooner potential problems are identified, the better the outcome from 
trying to deal with them. The root of main problems within supply management is usually 
suppliers who do not achieve what is expected from them. The expectations can be 
formally and legally stated in the contracts or are based on verbal agreement. Hence, still 
related to the previous section on how to deal with underperforming suppliers, there are 
several ways that purchasing company can handle situation: 
- When a supplier is underperforming, purchasing company may resort to discussion 
about the shortcomings by referring to the buying contracts. Wuyts and Geyskens 
(2005) stated that in avoiding opportunism in relationships, contractual agreements 
can serve as a substitute for a close partnership. It is best when purchasing company 
select only this one governance mode as otherwise opportunism will be triggered 
rather than prevented (as cited in Moeller et. al., 2006, p. 80). Purchasing companies 
can make their demands towards the suppliers to fulfill their contractual promises.  
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- When a supplier that underperforms fits into the target for supplier development 
program, the best course of action is for purchasing company to cooperate with the 
suppliers to improve their performance as described in earlier part.  
- When the underperforming suppliers do not fall into the two groups where business 
relations can still be continued, purchasing companies may decide on looking for new 
suppliers or finding sourcing alternatives from their current lists of potential suppliers. 
This last way is not always preferred as the movement of purchasing companies may 
be constrained by terms and conditions within the current contracts. In addition, 
acquiring new suppliers or even just additional materials from current suppliers can 
be costlier.  
 In general, conflicts within business relations with suppliers should not always be 
seen as bad, though these should not be underestimated either. The identification of 
potentially problematic aspects within the business relationship would allow a proactive 
and careful management of these disturbance aspects and an early employment of 
instruments to cease the escalation of the problems such as cooperative meetings or 
renegotiation of contract conditions. Regarding the trend of the relationship disturbance 
sources, eighty percent of the disturbances can be attributed to demand, for example a 
sudden change in the quantity of order and the price of the product. All these aspects 
should be regarded within disturbance management efforts (Moeller et. al., 2006, p. 82). 
 Dissolution management within supplier relationship management approach deals 
with ending relationship with suppliers following unsatisfactory performance and non-
availability of suitable solutions or development efforts. Every business relationship is 
different which in turns demand different treatment in the time of starting, evaluating, 
developing and ending them.   
 Per Moeller et. al., (2006), ending relationship with suppliers are differentiated into 
indirect and direct exit strategies. There are two indirect exit strategies of business 
relationships, which are disguised exit and silent exit. What happens in a disguised exit 
is usually when the purchasing company hides its real intentions and changes the 
relationship conditions in a way that will most likely induce the suppliers to end the 
relationship themselves. While within a silent exit, the purchasing company does not 
explicitly let out the intention for an ending. A silent exit can be associated with a major 
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disagreement, problems in supply or quality or any other kind of negative incident, so that 
both of the parties may share an implicit anticipation of the ending (p. 83).  
 On the other hand, Halinen and Tähtinen (2002) stated another way of ending 
relationship is through direct exit in which purchasing company communicates the 
intention to the supplier. It starts with communication of the exit within the management 
circle which then followed by disengagement phase on the side of the suppliers. As a 
result, business exchange between the two parties declines and resources weaken. The 
negotiation then moves to issues such as contract disengagement, property rights and 
copyrights as well as final invoices with the main aim of avoiding harmful and costly legal 
disputes. The information about the exit is then communicated to the whole network to 
stabilize the network (as cited in Moeller et. al., 2006, p. 83-84).  
 Dissolution management has the main function of minimizing the effects of ending 
a business relation with a supplier that might disrupt operations and causing unnecessary 
high legal costs. Hence, even though the main goal of SRM is to maintain and even 
improve relationships with suppliers, conflicts and dissolution of business relations are 
facts that managers should be ready to handle when they occur.  
 Summarizing this chapter, in relations to implementation of HRDD through Human 
Rights Impact Assessment or reporting for human rights purposes, the whole cycle and 
processes within SRM seem to be transferrable and adaptive for these causes. Ethics, or 
in this case respect for human rights, should not be used as sales argument but rather 
more as an added value (Achabou & Dekhili, 2015, p. 177). Furthermore, impact 
assessment using SRM method may be beneficial to protect purchasing companies for 














Respect for Human Rights and Implementation of Supply Chain Due 
Diligence through Impact Assessment and Reporting 
 
The duty of businesses to respect human rights is finally understood and accepted. 
This is by all means not a trivial achievement. Considering globalization and competition 
that result in expansion beyond borders for better opportunities, the affect of businesses 
in the conditions of human rights worldwide can be tremendous. This chapter elaborates 
the progress of the role of businesses in the advancement of human rights conditions in 
the societies that they have influence in and the current concepts and frameworks to do 
so.  
This is done by illustrating firstly, relations between business and human rights. It 
is followed by the development of Human Rights Due Diligence (HRDD) and brief 
explanation of tasks and main processes of HRDD such as policy, impact assessment, 
integration, reporting and grievance mechanism; comparison to commercial due 
diligence; and business case for HRDD. Next, human rights impact assessment (HRIA) 
and human rights reporting are detailed. Without undermining the importance of other 
HRDD main processes, as for HRDD to be effective all main processes need to be 
implemented, this dissertation puts emphasis on understanding impact assessment and 
reporting through Supply Chain Due Diligence (SCDD) activities, specifically within the 
realm of purchasing function and procurement which are the focus of this dissertation. 
Through these processes companies’ relationships with their suppliers can be managed 
to support the goals of companies’ human rights policy.  Finally, the establishment of 
SCDD as the extension of HRDD is elaborated.        
 
3.1. Relation between Business and Human Rights  
Human rights are “basic standards aimed at securing dignity and equality for all. 
International human rights laws constitute the most universally accepted standards for 
such treatment” (Castan Center for Human Rights, 2008, p. viii). Traditionally, the duty 
and responsibility to prevent human rights abuse belong to the state. However, the rise 
of multinational companies has caused the power of the nation state became diminutive. 
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At the same time, the growing power of businesses is not accompanied by a growth in 
their concern for human rights, as human rights reports of several countries indicated 
involvement of companies in allegations of human rights violations related to violence in 
extraction of natural resources, displacement of people from their villages, pollution that 
cause unhealthy living condition for the people, invasion and deforestation of traditional 
territory, forced labor and human trafficking, failure to giving workers protection to 
hazardous working environment and data protection to customers (Amnesty International, 
2016, p. 14-17).  
This occurred because as businesses ventured overseas amidst globalization, 
governance gap started to show. In terms of legality, there are two ways in which this can 
transpire. Firstly, it is the existence of investment treaties that provide legitimate 
protection to foreign investors. These treaties give legitimate protection to foreign 
investors in which they allow those investors to take host states to binding international 
arbitration for alleged damages that can be a result from implementation of legislation to 
improve domestic social and environmental standards. This is also the case even when 
the legislation applies uniformly to all businesses whether foreign or domestic. It often 
happens that investments in developing countries are encouraged with the terms of 
bilateral investment treaties and stabilization clauses that cause imbalance between 
protecting the corporations’ investments and the protection and fulfillment of human rights 
obligations by the state (Ruggie, 2008, p. 191; McPhail, 2013, p. 392-393).  
Secondly, it is related to legal framework that regulates multinational companies, 
such as the regulation that states subsidiary and its parent company are to be understood 
as different legal entities. Because of this, the misconducts of the subsidiary not 
necessarily become the liability of the parent company (Ruggie, 2008, p. 193-194). This 
business legality concern is made worse considering that the issue of human rights has 
thus so far been overlooked in much of business school education, such as in accounting. 
The discourse of business and human rights has implication in ways that business is 
traditionally conducted, such as internal accounting systems, external disclosure 
requirements and broader frameworks of accountability (McPhail, 2013, p. 393). 
 This systemic inequality of influence that is caused by governance gap benefits 
companies. This is especially the case considering that multinational companies in search 
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for cheaper production materials and labor trade, source or move their manufacturing to 
low income countries, which are often are countries with high poverty and unemployment 
rates, who just emerged from or are still in conflicts and who have low level of law 
enforcement and high level of corruption. As the power of states diminishes while 
multinational companies gain importance, the shift of responsibility in human rights 
started to be directed towards businesses.  
 An extreme case of conflict minerals exemplifies the shift in public opinion in 
regards to responsibility of business in the issue of human rights. Civil society and United 
Nations bodies comprehensively made public the direct link between the struggle for the 
control of natural resources, and human rights and international humanitarian law 
violations in the Democratic Republic of Congo (DRC) (Martin-Ortega, 2013, p. 47). It is 
because access to the extraction and trade of these minerals provides the necessary 
financial means for armed groups to continue the confrontation for control over mines and 
trade routes. The mining process involves thousands of people that sometimes include 
children and done in the form of slavery. Armed groups are there forcing miners to mine 
the minerals and porters to transport them. Along the way there are systematic extortion 
and illegal taxation until the minerals reach the trading houses and ultimately going to the 
smelters. Smelters are generally located outside of the Great Lakes Region, in China, 
North America and Europe; and these smelters receive minerals from many different 
sources around the world. The smelters process the minerals into metal and sold to end 
users, which are the producers of electronic goods (Martin-Ortega, 2013, p. 48-49). 
Continuous irresponsible consumption results in continuous conflicts. This case exhibits 
the indirect role of companies in prolonging the conflict in DRC. It also draws clearer link 
on why companies should start owning up to their responsibility.          
 The expectation of companies to be responsible to human rights violations that are 
linked to their business operations somehow share the duties that are traditionally belong 
in the realm of states. Nevertheless, the duties of each prominent actor need to be 
understood. The UN Guiding Principles on Business and Human Rights recognizes three 
pillars of obligations to human rights, which are: “states’ existing obligations to respect, 
protect and fulfill human rights and fundamental freedoms; the role of business 
enterprises as specialized organs of society performing specialized functions, required to 
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comply with all applicable laws and to respect human rights; the need for rights and 
obligations to be matched to appropriate and effective remedies when breached” (UN 
Guiding Principles, 2011, p. 1).  
 It is clear that states have the leading role in the protection of human rights. But 
the principle also gives importance and much intensifies the part of business. The role of 
business centers on the two describing concepts of respecting human rights and 
obligations to provide remedy. These are basically the expectations towards companies 
in the human rights issues. The focus of this dissertation is the second pillar, which is the 
concept of respecting human rights that translate into commitment to conduct due 
diligence, which at foremost emphasizes the prevention and avoidance of potential 
human rights violations.  
In terms of remedy or the third pillar in the guiding principle, it is basically what the 
victim of human rights violations would accept as ‘justice’ or ‘fairness’ (Fulton, Ha, 
Karimian, Lerner, Meier, & Plessis, 2015, p. 25). It is a result of recognition that companies 
have actual and potential impacts on human rights of their external stakeholders and their 
likely willingness in taking responsibility to address these impacts. When companies are 
proven to have caused and contributed to negative human rights impacts, they are 
expected to have processes in place to provide remedy to those harmed. This remedy 
obligation usually follows grievances directed towards companies with alleged 
involvement in human rights violations.  
Grievance mechanism is defined as “a formal, legal or non-legal (or ‘judicial/non-
judicial’) complaint process that can be used by individuals, workers, communities and/or 
civil society organizations that are being negatively affected by certain business activities 
and operations” (Grievance Mechanism, n.d.). This definition means that grievances can 
be done in two ways in terms of procedure, such as litigation which is a formalized and 
regulated form with binding outcomes or through public campaign which is informal and 
does not have legally binding effect. In many recent human rights violations cases, the 
grievances are addressed through judicial channels. Considering this, effective legal and 
judicial systems provide clarity and predictability for all parties involved. At the same time, 
it can deter some companies who would otherwise knowingly seek to undermine or abuse 
human rights for perceived commercial benefit. Nevertheless, this may not a viable option 
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for some other human rights violations cases.  In many low-income and less developed 
countries where these violations take place courts may not be accessible, functioning or 
effective agents of justice (Rees, 2008, p. 4).  
For the non-judicial procedure, there are types of grievance mechanisms that exist 
at the different levels of project, company, sector, national, regional and 
intergovernmental. The differences are also in objective, approach, target groups, 
composition and government backing. Some mechanisms can be cross-section of 
institutional types and sectoral coverage. There is variety in how long the procedure can 
take to conclude and whether there are any costs involved. They may be set up by 
companies, financial institutions, organizations at the interstate level or at the international 
level. Some mechanisms directly address companies while others address states' 
responsibility to protect citizens against human rights violations by third parties (Rees, 
2008, p. 6; Grievance Mechanism, n.d). One organization that assisted stakeholders 
affected by companies’ alleged human rights violations is Centre for Research on 
Multinational Corporations (SOMO), which conducted Human Rights & Grievance 
Mechanisms Program.4  
Companies may choose to be more pro-active in dealing with human rights 
violations that affect their external stakeholder and decides on implementing what is 
known as operational-level grievance mechanism. This mechanism operates at the 
interface between a business enterprise and its affected stakeholders. Therefore, it is 
directly accessible to those who may be impacted. The administration is conducted by 
the companies themselves or in cooperation with affected stakeholders and their 
legitimate representatives. The remedy can also be given through the resort of commonly 
acceptable external organization, for instance through externally managed hotline. In this 
route, the external organization can involve the company directly to assess the issue and 
find remediation of any harm. It should be noted that those bringing the complaint do not 
																																																						
4 Human Rights & Grievance Mechanisms Program by Centre for Research on Multinational Corporations 
(SOMO) is a four-year project (2012-2015) to improve the accessibility and effectiveness of non-judicial 
grievance mechanisms for stakeholders who experience adverse impacts on their human rights as a result 
of business activities. Please see: http://grievancemechanisms.org/about/about-the-human-rights-
grievance-mechanisms-programme  
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need to first access other means of recourse. And the remediation provided should not 
exclude access to state-based judicial or non-judicial mechanisms (Rees, 2011, p. 8). 
Another kind of grievance mechanism can be generated from within the companies 
themselves, such as by employing alternative dispute resolution, which is based on 
mediation. When the human rights-related dispute is with internal stakeholder, namely 
employees, companies can use Integrated Conflict Management (ICM) programs to 
manage conflict and resolve disputes. ICM programs are varied but usually they include 
a broad range of disputes. Because it is internal, they cultivate an open and trusting 
culture in which employees can raise problems in the belief that they will be listened to. 
Essentially, ICM provides multiple access points, offers various dispute resolution options 
that can reflect the interests of the parties and the organization that supports them with 
senior leadership, training and education, incentives, organizational alignment, sufficient 
resources, central coordination, and feedback and monitoring (Sherman, 2009, p. 11-12). 
ICM can also be used to deal with disputes related to public rights. However, it should be 
noted that mediation to address human rights disputes, especially those considered as 
the serious incidents, is still being undermined. It is because although the aim of mediation 
is usually achieving satisfying settlements for all parties, mediation still seems to be non-
normative (Sherman, 2009, p. 13) and may not involve legal punishments.  
 
3.2. Human Rights Due Diligence for Companies 
The focus of this dissertation is the commitment in prevention and avoidance of 
committing or being linked to human rights violations into practice by means of a specific 
procurement framework, namely Supplier Relationship Management (SRM) framework. 
This part explains the conceptual origin of HRDD in recent times, followed by comparison 
to the more conventional commercial and financial due diligence practice and business 
case for HRDD from legal and general stance.   
 
3.2.1. Basic Concept of Human Rights Due Diligence 
As a result of the introduction of UN Guiding Principle on Business and Human 
Rights that was based by the work of John Ruggie, companies are expected to conduct 
HRDD. The due diligence process should include assessing actual and potential human 
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rights impacts, integrating and acting upon the findings, and tracking responses as well 
as communicating how impacts are addressed (De Schutter et al., 2012, p. 7).  
Ruggie (2008) explained that HRDD includes the following processes (p. 201-202): 
- Policies 
Companies are to adopt human rights policies to describe respect for human rights. 
General inspirational language can be used along with more detailed guidance in specific 
functional areas, as it is necessary to give those commitments meaning (Ruggie, 2008, 
p. 201). It is understood that human rights policy can take many forms in which universal 
definition is not available. However, at least it should be public statement adopted by the 
company’s highest governing authority that intends to commit the company to respect 
international human rights standards. This is done by having policies and processes in 
place to identify, prevent or mitigate human rights risks, and remediate any adverse 
impact it has caused or contributed to (Amis, 2011, p. 4). Human rights policies also often 
refer to other relevant policies within the business such as security, human resources, 
procurement, etc. (Dovey, 2010, p.1). 
- Impact Assessment 
Companies should see the potential implications of their activities to human rights to take 
proactive steps. The assessment of these activities depends on industry and on national 
or local context. This can be done concurrently with other processes like risk assessments 
or environmental and social impact assessments, but it should include explicit references 
to internationally recognized human rights. By referring to the result of the assessment, 
companies should address and make plans to avoid potential negative human rights 
impacts on an ongoing basis (Ruggie, 2008, p. 201). The first challenge in this task is 
choosing the relevant stakeholders as companies should choose the right ones. The 
second challenge is the extent of learning process as impact assessment usually uncover 
less favorable findings that need to be addressed (Hamm & Scheper, 2012, p. 8).  
- Integration 
Human rights policy needs to be implemented throughout the companies. This is a huge 
challenge that would need setting the right tone, consistency and commitment from the 
top. All parts and departments in the companies must be well-informed and trained to 
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have capacity to respond appropriately when unforeseen situations arise (Ruggie, 2008, 
p. 201).   
- Tracking Performance 
Ongoing developments must be tracked through monitoring and auditing processes with 
regular updates of human rights impacts and performance. By tracking the performance, 
the information on performance can be generated to create appropriate incentives and 
disincentives for employees and ensure continuous improvement. The information 
gathering can also be done confidentially, especially in reporting non-compliance to 
human rights through means such as hotlines (Ruggie, 2008, p. 202). 
In implementing these four activities of HRDD, there are two major points that need 
to be emphasized. First, Ruggie (2008) mentioned that companies should be aware about 
how their normal business activities may contribute to violations of human rights by 
conducting HRDD to their own activities and also to the relationship connected to them 
(p. 201).5 The concept of awareness when applied to particular situation when companies 
are searching for business opportunity, such as new suppliers, in a new country, would 
mean that companies should put in efforts to learn about the country, its political situation 
and other particularities before deciding to venture there and become involved with any 
kind of business partners, including new supplier. Nevertheless, in reality it seems more 
likely that companies invest resources and time to find the best quality of a certain material 
or product than to determine whether there are any human rights issues pertaining to the 
supply chain (Lambooy, 2010, p. 27). However, this tendency needs to be changed as 
HRDD becomes a norm and may open variety of opportunities for companies.  
Second, the Ruggie framework of HRDD is based on the concept of due diligence 
as a process as it is known in the corporate due diligence practice and aims for an on-
going process and not a one-off event such as conducting impact assessment at the 
beginning of a project or annual report (Shift & IHRB, 2013, p. 28; Lambooy, 2010, p. 30). 
Considering this and in terms of scope of the four HRDD activities, it looks at the country 
																																																						
5 The emphasis added to bring importance to this statement because the focus of this dissertation is on 
classifying suppliers for companies to be aware of the human rights violations that the suppliers expose the 
companies through their normal business relationships. The classification is then used to determine 
suppliers’ possible human rights risks and to decide on suitable relationship development plan that 
companies can have to enforce responsible behavior on the suppliers to support companies’ overall human 
rights policy. 
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circumstances where the business activities of companies take place and see whether 
specific human rights challenges can be highlighted which concerns the impacts of the 
activities that the companies can have within the context of their capacities as producers, 
service providers, employers, and neighbors. Then during implementation of the four 
HRDD activities, a question is posed, of whether companies might contribute to abuse 
through the relationships connected to their activities, such as with business partners, 
suppliers, state agencies, and other non-state actors (Ruggie, 2008, p. 201).  
In situation within supply chain and concerning the relationship that companies 
have with their business partners and their connections, the HRDD is done by analyzing 
the track records of third parties and conducting due diligence assessment on the critical 
stages. For example, when companies decide on taking in new suppliers, this period is 
critical for companies for them to choose the rights partners that can assist them in 
achieving their human rights goals. 
 
3.2.2. Relating Human Rights Due Diligence to Common Commercial Due Diligence  
 The notion of Human Rights Due Diligence carries with it the immediate connection 
to the typical and more traditional due diligence, which is a common practice in corporate 
law. The use of the terms human rights and due diligence establishes association that the 
process of HRDD is a combination between human rights law and corporate law. The 
term due diligence originated from securities law. When companies intend to attract public 
capital and decide on an Initial Public Offering (IPO), they and their issuing company, or 
the issuer, need to prepare a prospectus that functions like a brochure which introduces 
the issuing company and the securities to be offered to the public. The due diligence in 
this process is done to make sure that the information in the prospectus is not misleading 
to investors (Lambooy, 2010, p. 3). Companies basically conduct due diligence for finance 
transactions that usually put them in a situation of large operational agreement.   
 Due diligence investigation is also performed by corporate lawyers when they 
“advise on establishing a merger between two or more companies; an acquisition of a 
business; a management buy-out (an MBO is the acquisition of a business by its existing 
management, usually in cooperation with outside financiers); an investment in another 
company (for example a private equity investment); or in setting up a joint venture with 
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other parties. Some of these transactions take place through a capital market transaction, 
for example the issuing or sale of publicly traded securities or a public offer; others 
concern the preparation of a private transaction, that is a transaction that is not concluded 
via the stock exchange” (Lambooy, 2010, p. 5).  There are reasons why companies 
conduct due diligence. Foremost, it can be because it is required by regulations, such as 
in the stock exchange rules. Other is because it enables companies to manage risks and 
reduce liability. 
 Commercial due diligence assessment comprises of a factual investigation and 
desk research. The activities for factual investigation depend on the type of business that 
needs to be investigated and on the type of commercial transaction, for example 
interviewing company representatives, inspecting operations and machinery, taking soil 
samples to examine pollution levels, valuating real estate, exploring the IT systems, etc. 
The desk research is usually learning the documents about the other party, for instance 
financial documents, operational licenses, intellectual property rights registrations, court 
documents, consultant reports, commercial contracts, distribution contracts, supply 
contracts, rental contracts, service level agreements, key employee agreements, 
collective labor agreements and social plans. The whole due diligence processes are 
basically investigating facts and risks pertinent to the company and focusing on more 
general business risks through examination of legal, tax and financial structure of a 
company or a project (Lambooy, 2010, p. 11).  
 There are questions that need to be answered, as to whether there is risk of 
corruption or whether there is currency risk. The persons that conduct the due diligence 
should thoroughly understand the way in which the company works, produces its 
products, where the resources and other ingredients needed for the production process 
come from, where the company buys its products, and in which way the products are 
manufactured. Based on this overall knowledge, delicate issues that might pose as risks 
can be identified and fully investigated. Regarding the timing, commercial due diligence 
activities often take place before any transaction is done and run through the whole 
timeframe of the negotiation until the transaction is completed (ibid., Lambooy, 2010, p. 
11).            
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3.2.3. Business Case for Human Rights Due Diligence from Legal and Other 
Perspectives 
 Considering the more established understanding of commercial due diligence, 
somehow the processes of HRDD conducted by companies are expected to emulate 
those done for financial reasons, in which HRDD is to be used to assess and reduce 
business risk in the form of companies’ involvement in human rights adverse impacts. 
HRDD is expected to enable companies to identify potential human rights risks before 
they happen and therefore it will reduce the liability in the form of providing access to 
remedy that a company will face in the case of litigations and other complaints of 
misconducts. Nevertheless, companies are concerned that by conducting HRDD, it could 
increase the potential liability as external parties are provided with information they would 
not otherwise have had to use against companies.  
 A counter argument against this concern is based on understanding that 
involvement in human rights violation can be considered material risk. To avoid liability 
under varied government regulations, companies are required to assess, manage and 
disclose material risks. They also need to evaluate the effectiveness of their systems for 
doing so. This means not knowing that they have a risk is a risk as well and cannot be 
used as a reliable defense. This is regarded even so when visible, transparent 
environment and risks of losing good reputation and operational disruptions are 
incorporated into the issue. In sum, HRDD gives companies the ability to identify potential 
human rights risks and address them before they happen, which should reduce the 
exposure of companies to litigation of all kinds, and help them to defend themselves 
against human rights claims that might be filed against them (Sherman & Lehr, 2010, p. 
4; Human Rights Council, 2009, p. 19-20). 
 There are several ways that HRDD helps companies: 
- Conducting due diligence provides corporate boards with strong protection against 
mismanagement claims by shareholders, usually in the form of derivative lawsuits. 
Companies that conducts HRDD is better able to resist a claim by shareholders in 
comparison to companies that do not seriously try to manage its human rights risks 
when they suffer loss by mismanaging human rights issues.  
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- It is in relations to US Alien Tort Statute6 that can be used as basis for claims related 
to human rights violations. In this case, companies can be held liable in the United 
States (US) courts for aiding and abetting human rights abuses that take place outside 
the US. Therefore, in this case, conducting HRDD surely reduce risks of claims to 
companies.  
- Another way to hold companies responsible in human rights abuse case is by 
asserting companies’ indirect liability under common law claims, such as negligence. 
For this case, HRDD is relevant to the standard of care owed by a company to victims, 
and has received recognition as an international standard of conduct for handling 
disputes involving multinational companies.  
- Companies can be liable for misinterpretations claims by shareholders when they fail 
to harmonize public statements about the company’s human rights conduct with what 
the company already knows, or learns from due diligence. This is much related to 
possible misrepresentation companies’ claims, such as for marketing purposes, 
regarding their human rights and labor practices. Proper HRDD processes can help 
companies in making the right announcement about their human rights performance 
(Sherman & Lehr, 2010, p. 12-13). 
 In conducting HRDD, some companies stated that one internal success factor is 
positioning within the issue of human rights as a competitive advantage (Econsense, 
2014, p. 25). It is assumed that being a company that respect human rights can be used 
to improve the image of the company. When companies carried out impact assessment 
that is being part of HRDD, it means that companies meet expectations. Through this, 
companies address pressures for key stakeholders as operating without infringing on 
human rights, as it is one of society’s baseline expectations of business. HRDD is also 
conducted to manage risks in the field of reputation, operational, legal and financial 
(Natour & Pluess, 2013, p. 6).  
 Appropriate human rights policy is required as a feature of risk management by a 
growing number of financial investors such as Socially Responsible Investment markets. 
																																																						
6
 For detailed explanation on how US Alien Tort Statute can be used to take companies through civil action 
for allegedly acting in assisting capacity in the violations of human rights that occur outside the United 
States, please see John Sherman and Amy Lehr. 2010. “Human Rights Due Diligence: Is It Too Risky?” 
Corporate Social Responsibility Initiative Working Paper No. 55. 
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Internally, a good human rights policy and practice would engage, retain and motivate 
staff. Employees are proud to be part of a company that upholds high human rights 
standards, which increase their motivation and reduce turnover. This is especially so 
when it is related to the rights of workers. Excellent human rights practices also 
demonstrate leadership and management standards, as integrated human rights policy 
needs strong commitment from the top management (Roling & Koenen, 2010, p. 5-6). 
Learning from demand related to CSR, large companies are usually the type of 
purchasing companies that most CSR requirements impose on their suppliers (Ayuso, 
Roca & Colome, 2013, p. 504). Similar tendency is also reported in the implementation 
of green supply chain management. Lee (2015) described that “demand for higher 
environmental and operational performances to suppliers tends to be transferred along 
an upstream supply chain, which initiates improvements and innovations” (p. 50). As 
HRDD gains more importance, comparably non-financial HRDD requirements are 
expected to be fulfilled too. This may be another incentive for purchasing companies that 
have large companies as their customers. 
 In several cases, compliance with core labor standards helps improve product 
quality. On the other hand, failure to respect human rights may result in operational risks 
including delays to projects because of labor or community disputes in individual 
production sites, risks of damaging the reputation of the company when scandals are 
uncovered, and the potential claims for damages the company could face in courts, apart 
from the possible legal problem mentioned earlier. In addition, consumers are 
increasingly interested in the environmental and social origin of the products that they 
purchase. Transparency and a willingness to improve, especially in the field of human 
rights, can enhance the value of products and increase consumers’ trust in the company. 
Lastly, observance of human rights standards across a company, including the impact on 
the surrounding communities, can help improve the company’s standing within society 
and helps, for instance, to ensure safety and security at production sites and to forge 





3.3. Human Rights Due Diligence with Focus on Impact Assessment 
 This dissertation focuses on specific processes within the activity of impact 
assessment, which is among the four activities included in the HRDD framework from 
Ruggie. The specific companies’ operational activity being highlighted in this dissertation 
is procurement. Companies who conduct impact assessment of their sourcing processes, 
may realize that their relationships with their suppliers when not managed well can 
expose them to human rights risks posed by the suppliers’ human rights misconducts. 
Theoretically some experts hold the opinion that typical human rights impact assessment 
(HRIA) or impact assessment as different to the approach of human rights due diligence 
introduced by Ruggie (Harrison, 2013, p. 107-108). Nevertheless, this chapter intends to 
elaborate more on processes on the ground in dealing with suppliers without going too 
deep in examining the differences.  
 Assessing human rights impacts helps companies proactively shape a strategic 
approach to human rights based on relevant risks and opportunities rather than reacting 
to external pressure or unexpected incidents. Hence, there is an element of prevention in 
this activity (Natour & Pluess, 2013, p. 6). Generally, impact assessment is the step of 
HRDD that involves analyzing business relationship that companies have with their 
external parties, such as suppliers, that can expose companies to human rights violations. 
The focal point is on a specific impact assessment processes within procurement, namely 
classifying, evaluating suppliers and managing these suppliers based on the classification 
and evaluation results. For this purpose, the existing and widely used frameworks and 
approaches (Econsense, 2014, p. 3)7 on impact assessment to human rights risks are 
described and analyzed, which then compared and connected to the possible use of the 




7 EconSense published a report that examines tools, frameworks and guidance materials that can be used 
by companies to conduct human rights due diligence. The report examines the many different tools in 
accordance to their functions in HRDD activities, such as Policy, Assessing Impacts, Integration, Tracking 
and Reporting and Grievance. It also includes analysis of responses from companies regarding how they 
regard the human rights issues in relations to their business activities, the approaches and tools they 
currently use in their business processes and success factors and challenges in conducting human rights 
due diligence.   
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3.3.1. Approaches and Guidelines to Conduct Human Rights Impact Assessment 
 This part of the chapter examines two impact assessment approaches that provide 
a more general description on what should entail a human rights impact assessment. The 
approaches are “Conducting an Effective Human Rights Impact Assessment” that was 
developed by Business for Social Responsibility (BSR) and “Guide to Human Rights 
Impact Assessment and Management” developed by UN Global Compact (UNGC), 
International Business Leaders Forum (IBLF) and International Finance Corporation 
(IFC). For easier referencing in the next part of the chapter, the term BSR approach is 
used when referring to the first approach and the term UNGC approach is used when 
referring to the second one. The two approaches are being laid out side by side not to be 
compared, but to be evaluated to find out about similarities in stages or guidelines that 
can be related to explaining the necessity of classifying and evaluating suppliers for HRIA. 
The reason for this is that the two frameworks have different but complimentary and 
extensive approaches to conduct HRIA, as can be seen in figure 16.   
 Procurement is an important business activity that require companies to cooperate 
with their key stakeholders, namely the suppliers, who can assist companies in achieving 
their human rights goals while at the same time expose them to possible involvement in 
human rights violations. There are several guiding points based on the BSR and UNGC 
human rights impact assessment principles and stages that can be used to build on a 
framework for better relationship between companies and their suppliers to achieve 
companies’ human rights policy goals through thorough procurement processes.  
 By learning from the general human rights impact assessment principles and 
stages, it is expected that a framework that can be used to manage human rights risks 
linked to suppliers can be created. The framework is not only supposed to utilize currently 
accepted business practice, in this case, using systematic methods of Supplier 
Relationship Management (SRM); but also adopt, combine and assume the 
methodologies of human rights impact assessment, as shown by the BSR and UNGC 
approaches. In using acceptable and widely implemented business tools in managing 
suppliers for human rights purposes, it is presumed that the integration to current 
processes can be easier in comparison to adopting a totally newly developed framework 
and methods. For this rationale, each of the HRIA principles and stages from BSR and 
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UNGC need to be examined to base the creation of a comprehensive SRM framework to 
be used in procurement activities that can be employed for human rights purposes. 
Human Rights Impact Assessment based on  
Principles from BSR Approach and Stages from UNGC Approach 
BSR 8 Principles UNGC 7 Stages 
Customization 
Companies are to utilize impact assessment that tailored to a 
company’s business strategy, risk profile, language, and 
culture. The customized approach builds on what is already 
known, aligns with the company’s knowledge of human rights, 
and leverages existing processes, tools, and data. 
Preparation 
• Determine the company’s human rights due diligence 
approach 
• Scope the company’s human rights impact assessment 
Integration 
Impact assessment is to be integrated into other company 
processes and systems to optimize company resources while 
also embed human rights principles. 
Identification 
• Identify the key human rights risks and impacts 
• Set the baseline 
Ownership 
The ongoing nature of human rights due diligence requires the 
company to take ownership of the impact assessment process 
because human rights risks may change over time as the 
business enterprise’s operations and operating context evolve.  
Engagement 
• Engage with stakeholders to verify the human rights risks 
and impacts 
• Develop a grievance mechanism that considers human 
rights issues 
Focus 
For impact assessment to be efficient and effective, it must start 
with comprehensive overview of all human rights and then focus 
on most relevant issues. 
Assessment 
• Assess the human rights risks and impacts 
• Analyze the assessment findings 
Risks and Opportunities 
Impact assessment discovers risks and opportunities. 
Companies should also seek to understand and maximize 
opportunities to advance human rights protections.  
Mitigation 
• Develop appropriate mitigation action plans 
• Present the mitigation action plans and recommendations 
to management 
Meaningful Engagement 
Companies should engage with key holders that might be 
affected by their operations and other stakeholders. 
Consultancy with these key holders and stakeholders can be 
meaningful when there is engagement that begins with a robust 
mapping of the landscape of rights holders that considers the 
local and cultural context.  
Management 
• Implement the mitigation action plans and 
recommendations 
• Integrate human rights within the management system 
Transparency 
Communicating about the HRIA process can help build trust 
with stakeholders and open lines of communication with 
communities of rights holders that can help identify problems 
before they become human rights infringements. 
Evaluation 
• Monitor, evaluate and report on the company’s capacity to 
address human rights 
• Review the evaluation and make appropriate adjustments 
if necessary 
Strategic Alignment 
Impact assessment uncovers impacts, risks and opportunities 
that are based on companies’ current business operations. But 
HRIA should also consider where the company is headed, 
rather than solely where it has been. 
 
Figure 16: Human Rights Impact Assessment (HRIA) based on BSR Approach and UNGC Approach 
(Source own illustration, based on Natour & Pluess, 2013, p. 8-16; UNGC, 2010, p. 15, 25, 35, 45, 48, 53, 
57). 
   
   
3.3.2. Relevance of Human Rights Impact Assessment (HRIA) Approaches to 
Practical Implementation within Procurement Activities 
This part relates conceptual understanding in procurement activities within 
companies with principles and stages formulated with HRIA purposes, as shown in figure 
16. The aim is to show that the understanding and purpose of procurement activities are 
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compatible to approaches in impact assessment for human rights goals. This connection 
is also related to utilizing SRM, as described in previous chapter, and ideas behind HRDD 
through implementation of HRIA using BSR and UNGC approaches. The order of the 
following relevancies between the two factions of ideas is not a reflection of importance 
or done chronologically.  
Firstly, one fundamental objective of procurement is supply continuity in which 
several activities must be performed to satisfy operational requirements of internal 
customers, which here mean the users within the organization, for the needs of operations 
through acquiring raw materials, components, subassemblies, repair and maintenance 
and services. (Handfield et. al., 2009, p. 38). The whole operation of a manufacturing 
company, for example, depends on the role of purchasing department. With the 
emergence supply chain management, managing supply base has become a key 
strategic issue for most organizations. Consequently, supply management should be 
congruent with the company’s strategy.  
In addition, with the striking increase in outsourcing, companies rely gradually 
more extensively on external suppliers to provide not only materials and products but also 
information technology, services and design activities (Ellram & Cousins, 2007, p. 253-
254). In this case, the company’s strategy should also include company’s human rights 
policy. And thus, adding to the dependency on suppliers that is more typical and more in 
the direction of profit-making, there is also dependency that is related to human rights 
issue that need to be communicated to the whole internal organizations to seek their 
cooperation.     
The earlier explanation is then connected to the implementation of HRIA. 
Procurement is not isolated from other business functions within a company and it deals 
with internal parties and external partners namely the suppliers. Hence, the integration 
principle is particularly apt for this situation. Because integrating impact assessment into 
company’s processes and systems, such as sourcing procedure, is critical to optimize its 
resources. Nevertheless, in practice this can be difficult to do especially since human 
rights issues typically touch upon multiple departments (Natour & Pluess, 2013, p. 8-9).  
In this circumstances preparation stage is crucial as well to embed processes 
within human rights purposes into current procurement processes. Because this is when 
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a company’s HRDD approach is determined that include scoping an appropriate and 
relevant human rights impact assessment that will complement and add to the existing 
company policies, procedures and practices (UNGC, 2010, p. 15).  
Similarly, to the preparation stage, the customization principle put forward the 
importance of tailoring impact assessment to a company’s business strategy, risk profile, 
language, and culture. Because it is more efficient and less expensive to customize an 
approach based on existing company practices rather than a standardized assessment 
approach (Natour & Pluess, 2013, p. 8-9). Based on these principles and stage, a 
framework to assess human rights impacts in sourcing activities must be integrated and 
prepared to the current sourcing processes and procedures, while remains to allow 
flexibility in implementation so that it can be customized in accordance to the condition to 
make it more effective. 
 Secondly, the most important aim of purchasing activities is to support 
organizational goals and objectives. This implies that purchasing can directly affect, 
whether positively or negatively, the total performance of companies. Because of that 
purchasing must concern themselves with organizational directives. When these goals 
are met through better procurement methods, purchasing can be deemed as a strategic 
asset that offers a robust competitive advantage in the marketplace (Handfield et al., 
2009, p. 40). Within the strategic supply management field, the starting point in creating 
supply management processes is analyzing and gathering data and followed by 
developing sourcing strategy. Information is important to achieve goals and good results. 
It is needed to improve understanding of the company’s strength and weakness, while 
also assesses the opportunities and risks in the environment where the company 
operates. After a thorough understanding of the market and the criticality of purchases, a 
strategy for better sourcing needs to be developed by classifying purchases to better able 
managing them (Ellram & Cousins, 2007, p. 255-257). For this instance, in which a 
workable strategy for purchasing can be developed that also include human rights goals, 
all the risks and impacts that can generate from being connected to human rights violation 
should also be identified. 
Relating it to HRIA approaches, in developing strategy to conduct human rights 
impact assessment, companies must collect information about some human rights risks 
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and impacts associated with the company’s past activities and gaps in the current 
policies, processes and management procedures; as explained in the identification stage 
in which companies need to identify the key human rights risks and impacts (UNGC, 2010, 
p. 25).  
By implementing focus principle, for impact assessment to be efficient and 
effective, it should start with comprehensive overview of all human rights and then focus 
on most relevant issues to the companies’ core business, as they need to get to the point 
quickly to maximize resources. In contrast to assessments that aim to identify issues of 
importance to the company and stakeholders, an HRIA gives importance to issues that 
denote risks to rights holders regardless of whether they also represent a business risk 
for the company (Natour & Pluess, 2013, p.12). This business risk concept is arguable, 
since risks to rights holder when materialize often translate to business risks for the 
company.  
Conclusively in this substance, the principle ownership does makes sense 
considering the ongoing nature of HRDD requires the company to take ownership of the 
impact assessment process. This is because human rights risks may change over time 
as the business enterprise’s operations and operating context evolve (ibid., Natour & 
Pluess, 2013, p. 10-11). 
Thirdly, when faced with riskier situation, a cross-functional team develops a set 
of supplier selection criteria weighted by importance. This is basically the screening and 
selection step in strategic supply management. Criteria may be added and based on 
consequences they can have different importance weights (Ellram & Cousins, 2007, p. 
263-264). When applied to companies’ goals that are not only profit-making but also in 
the direction of human rights, a good way in combining the criteria and weighing them is 
crucial in avoiding risks and maximizing opportunities.  
However, what is more essential than creating excellent importance weighing that 
correspond to real risks, impacts and potential opportunities faced by companies, is 
building up the criteria themselves. Handfield et al. (2009) cited that purchasing must 
have the legitimate authority to make decisions that fall within their function’s 
responsibility, which in this case is evaluating and selecting suppliers (p. 41-42). This can 
be done through the formation of a sourcing team that consists of personnel from 
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purchasing and non-purchasing representation. The decision is made jointly based on 
consideration that affects the whole organization, which also include the efforts in 
accomplishing goals of human rights policy. 
Learning about the nature of purchasing function above, the relevant HRIA 
principle is risks and opportunities in which impact assessment basically discovers risks 
and opportunities. From this discovery, companies should also seek to understand and 
maximize opportunities to advance human rights protections by identifying opportunities 
for positive impact as an efficient way to use resources to build a more robust human 
rights strategy (Natour & Pluess, 2013, p. 13).  
Similarly, on the stage of assessment in the UNGC approach, there is a need to 
establish framework of assessment. The main idea of this dissertation and its main 
contribution is to build up such framework of assessment that can be integrated into 
procurement processes and purchasing function.  
In order to do this, UNGC (2010) suggested defining scope of assessment that 
includes key human rights risks associated with the country of operation; human rights 
risks of key business relationships, including associated facilities and third party 
organizations, and related to the business activity itself; range of stakeholders (potential 
and actual) that are directly or indirectly affected by the business activity, plus the nature 
and level of the risks and impacts, at different key stages of the project’s lifecycle. The 
next thing to do is explained on stage of mitigation when companies develop appropriate 
mitigation action plans, such as mitigating existing or potential adverse human rights 
impacts associated with the business activity and improving existing or potential positive 
benefits associated with them (p. 45, 48).  
When implemented in purchasing function, the principle of risks and opportunities 
and assessment stage are basis for reason in determining criteria for selection of 
suppliers. And the stage of mitigation is needed to be considered when sourcing team 
makes the decision on selecting the suppliers. Obviously, this conclusive relevancy is 
quite particular to circumstances in procurement. As discussed earlier, human rights 
policy is formulated at top level management. And it is comprehensive and inclusive in 
nature for the whole functions and personnel within a company. 
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Fourthly, another objective of purchasing function is to develop aligned goals with 
internal stakeholder. The idea basically is that procurement department needs to maintain 
communication with other functional groups to achieve company’s goals. To achieve this 
objective, procurement department should build encouraging relationships and cooperate 
closely with other functional groups such as marketing, manufacturing, engineering, 
technology and finance. This close interaction is even needed to be further advanced and 
include external stakeholders such as suppliers. An example that Handfield et al. (2009) 
stated is if a supplier’s components are defective and causing problems for 
manufacturing, then purchasing must work closely with the supplier to improve it (p. 40).  
When this understanding is adapted into achieving human rights policy goals, the 
engagement stage in BSR approach and meaningful engagement principle in UNGC 
approach seems applicable. Stakeholder engagement entails the direct interaction 
between the company and its key stakeholders and comprises of different levels of 
information disclosure, consultation and to some extend also partnership. It is a two-way 
process for companies to provide information, and receive information and feedback from 
stakeholders regarding the company and its business activities. The engagement should 
be a dynamic, iterative and central process within the company’s human rights impact 
assessment (UNGC, 2010, p. 13-14). An effective and efficient way to identify potential 
human rights impacts and develop appropriate remedies is by engaging with rights 
holders. A meaningful consultation with rights holders and other relevant stakeholders is 
conducted through an approach to engagement that company creates which starts with 
a complete mapping of the landscape of rights holders that takes into account the local 
and cultural context (Natour & Pluess, 2013, p. 35). This is especially the case since 
sourcing activities mean dealing with external suppliers that can be located in different 
continents with different culture and traditions, as the practice of outsourcing is becoming 
more common. The supply function becomes more critical when companies outsource 
manufacturing to contract-based manufactures (Sheth & Sharma, 2007, p. 362).  
Fifthly, one step of strategic supply management, as stated by Ellram & Cousins 
(2007), is to implement and manage supply management relationships that involve many 
practices that allow access to internal system and information on both the company’s and 
supplier’s sides. On the operational level, the interaction involves more detail in 
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monitoring actual performance in comparison with contractual commitments and 
communicating with the suppliers. Through strategic supply management, it is possible 
to consider whether a supplier should be closely aligned with the firms, such as an alliance 
partner, to work together to develop new technologies, ideas and market opportunities. 
Supply management has important role to decide which suppliers are truly strategic, and 
based on the decision cultivate appropriate form of relationships (p. 265-266).  
When this understanding is connected to implementation of impact assessment 
for human rights purposes, it seems that managing relationships with suppliers that 
support the realization of company’s human rights goals should be carried out to lead 
them to the right direction. It is also plausible to have relationship on alliance and 
partnership levels with suppliers that display excellent human rights record. The UNGC 
approach stage of management and BSR approach principle of strategic alliance seem 
to exhibit similar notion.  
It is stated in UNGC (2010) that integration of human rights in the management 
should happen at the corporate level. By Integrating human rights risks and potential 
impacts into the company’s management system, it will help anticipating any risks and 
impacts on human rights in the future (p. 53). On the operational level, this holistic 
approach would make implementation more sustainable and cost effective. Companies 
should put in place measures that enable it to be aware of and understand the impact of 
certain decisions on achieving their human rights goals and prepared to respond to 
challenges effectively. To do this, it involves managing and making changes to existing 
processes and systems in the company’s own organization and in cooperation with the 
supplier’s processes and systems. This effort implies close relationship and management 
system between the two organizations that are open to changes to accomplish common 
goals. The notion is similar to strategic alignment principle of BSR approach that states 
impact assessment into account not only the current situation of human rights practices 
between partners but also the future where the company is headed (Natour & Pluess, 
2013, p. 16).  
Lastly, the BSR principle of transparency and UNGC stage of evaluation are not 
directly linked to specific steps of purchasing function. Nevertheless, the implementation 
should be embodied and embedded to the procurement processes. Transparency 
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principle is basically about communicating the HRIA process in order the form trust with 
stakeholders and opening lines of communication with communities of rights holders to 
pinpoint problems before they become human rights infringements. This is a major 
challenge to many companies as they might be cautious to disclose sensitive information 
about their business and worried that the information would show human rights related 
problems. In addition, revealing too much detail on issues or consulted stakeholders can 
put them at risk.  
Natour & Pluess (2013) described an example during an impact assessment in 
which there was a potential retaliation against workers who were interviewed as part of 
the assessment and this led BSR to disclose fewer details about the engagement than 
originally planned (p. 15). There is a need for appropriate level of transparency that 
includes disclosure of a short summary report with a description of the HRIA process and 
method along with a summary of high-level findings. “The more direct engagement the 
company has with rights holders and other stakeholders, the less detail is needed for a 
wider publication of HRIA findings via the company website or CSR report; key 
stakeholders will have already been engaged during the assessment process” (Natour & 
Pluess, 2013, p. 15). In this sense, transparency as a principle is useful as guide for any 
projects including building a trusting relationship with suppliers for human rights purposes. 
 On the other hand, evaluation as a stage in UNGC approach describes the 
activities such as “monitoring the progress of the company’s mitigation and improvement 
measures and how the company has incorporated human rights issues; external and 
internal reporting on the company’s capacity to address human rights risks and impacts; 
and evaluating the effectiveness of the company’s management system to address 
human rights risks and impacts” (UNGC, 2010, p. 57). Again, when the core idea for these 
activities is explored, evaluation stage describes typical actions need to be taken when a 
project is monitored for its progress, the reports about the project from external and 
internal parties are scrutinized and the management system is evaluated for its effectives 
in addressing the issues within the project. This notion is highly transferrable to any 
projects within the realm of purchasing function and procurement in general.  
In conclusion, all the six ideas explained earlier are to connect the two main 
concepts of HRIA and procurement activities. They are a kind of rationalization to the 
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main notion of this dissertation, which is that the principles and stages of HRIA 
frameworks are compatible with procurement and supply management in their more 
conventional sense. It opens a possibility to use typical procurement processes for the 
purpose of HRIA, namely the commonly used Supplier Relationship Management (SRM) 
framework that can be built for HRDD functions. Though the framework would use similar 
structure as the SRM framework explained in chapter two, but there are conceptual 
fundamentals that need to be created as well. The discussions of the fundamentals 
include the criteria and their indicators, which are developed in chapter 4, and 
categorization of suppliers, which is the topic of chapter 5.     
 
3.4. Human Rights Reporting     
 Another important aspect of HRDD that should be discussed in the area of interest 
of this dissertation is related to human rights reporting, which is in the form transparent 
external reporting and usually as one of the things to do post HRIA (Lenzen & 
d’Engelbronner, 2009, p. 11). There are two widely used guidelines in human rights 
reporting currently available. The first one is “A Resource Guide to Corporate Human 
Rights Reporting” written by Global Reporting Initiatives, UN Global Compact and 
Realizing Rights, which was published in 2009. The other is “G4 Sustainability Reporting 
Guidelines” created by Global Reporting Initiatives, which was published in 2013. The 
first guideline is broader in nature and provides general guidelines. On the other hand, 
the second guideline gives detailed instruction on how to build the report. It should be 
noted, the second guideline also includes other and more comprehensive non-financial 
reporting requirements, such as economic, environmental and social issues. The analysis 
on human rights reporting to find connecting concepts to efforts in managing suppliers is 
more briefly in comparison to the more detailed look on approaches of human rights 
impact assessment in part 3.3. It also concentrates on principles and general guidance.  
 First important concept in reporting is deciding on the scope of reporting and 
choosing the stakeholders that need to be included. Stakeholders are “those people or 
entities who can reasonably be expected to be significantly affected by the company’s 
activities, products, and/ or services and whose actions can reasonably be expected to 
affect the ability of the company to successfully implement its strategies and achieve its 
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objectives” (Global Reporting Initiatives, United Nations Global Compact & Realizing 
Rights, 2009, p. 13). Judging from this definition, suppliers fit the definition as entities that 
can affect purchasing companies’ human rights goals as human rights misconducts by 
suppliers can be linked back to the purchasing companies. Therefore, it is necessary to 
include human rights performance of suppliers into the human rights report, as parties 
that are invested in the companies. In regards to stakeholder, the reasonable 
expectations and interests of stakeholders are used as a key reference point for many 
decisions in preparing the report and in deciding the report contents (Global Reporting 
Initiatives Part 1, 2013, p. 11).      
 Second important concept in reporting is stakeholder engagement. This is because 
the engagement needs to be included in the report itself. In doing this process for 
reporting, it should be based on systematic or generally accepted approaches, 
methodologies, or principles. There are different types of stakeholder engagement that 
can be initiated by companies as parts of their activities that can provide helpful inputs for 
decisions on reporting. The examples of these activities are stakeholder engagement for 
compliance with internationally recognized standards, or informing ongoing 
organizational or business processes. Furthermore, stakeholder engagement can also be 
carried out specifically to inform the report preparation process (Global Reporting 
Initiatives Part 2, 2013, p. 9).   
 When suppliers are included in this stakeholder engagement, the effort would be 
more inclusive and demand their involvement within business processes, such as in the 
activities of following regulations, developing strategies to eliminate poor human rights 
practices, creating products that reduce involvement of bad human rights conducts and 
innovation of production processes that are more human rights friendly. For this to be 
implemented successfully, good cooperation and relationship with suppliers are 
important. The role of suppliers as stakeholders has two dimensions. On one hand, 
suppliers can be the party that purchasing companies are responsible towards in that the 
conducts of companies should not cause violation of the human rights of the people who 
works or connected to the suppliers. On the other hand, suppliers can expose purchasing 
companies to involvement in human rights violation through their human rights 
misconducts. In the first case, the suppliers are somehow the recipient of good conducts 
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from the companies. While in the second case, companies should encourage suppliers 
to follow regulations and install good human rights conducts as to avoid purchasing 
companies in being linked to violations.    
 Third important concept relating to human rights reporting that is applicable to 
working relationship between a company and its supplier is the issue of complicity. It is a 
possibility that a company can be involved in human rights issues indirectly through its 
association and relationships with third parties. To avoid the issue of complicity, per 
Global Reporting Initiatives et al. (2009), there is a need for disclosure in this area that 
includes providing information in the human rights report about transparent description of 
the four topics below (p. 14-15):  
- There are key relationships that purchasing companies maintain with other parties 
such as security forces, governments, significant contract supplier relationships, and 
joint venture partnerships. This is because allegations of complicity can also involve 
relationships within the supply chain (Global Reporting Initiatives et al., 2009, p. 14). 
Relating this to the area of interest of this dissertation, suppliers are important parties 
that purchasing companies should be clear in regards to their relationships with them. 
It means that having a good relationship with suppliers is a necessity that should be 
maintain so that it improves human rights conducts for both parties.  
- There are human rights risks that might flow from these relationships, such as the 
risks of sourcing raw materials from countries where there is a record of human rights 
abuses associated with those commodities. Complex supply chains can be a 
hindrance in achieving human rights goals. As a result, companies with more 
complicated supply chains are required to report the extent of human rights protection 
given in the facilities of their suppliers. Particularly in this situation are “companies that 
hire security forces to protect their operations, who are increasingly expected to 
disclose these relationships as well as any measures they have taken to prevent 
and/or mitigate human rights abuses carried out by these parties” (Global Reporting 
Initiatives et al., 2009, p. 15). Supplier Relationship Management when modified to 
include human rights goals might be a solution to deal with this complexity. The 
relationship with suppliers needs to be managed and developed for companies to be 
able to influence their suppliers to support them in achieving the goals of their human 
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rights policy. Regarding security forces, it is essential that companies do not lose 
control of the conducts from these security personnel and monitor the performance to 
be aligned with human rights goals.   
- There are ways how purchasing companies identify their risks along the supply chain 
that might include internal processes, for instance mapping their supply chains and 
identifying suppliers that are at a higher risk for human rights abuses. Or companies 
might put processes to assess how products and services might be used by third 
parties to commit human rights abuses (Global Reporting Initiatives et al., 2009, p. 
15). In terms of going upstream the supply chain, the method that is proposed in this 
dissertation is in which companies enhance the function of procurement department. 
This is because they have more knowledge regarding the work conducts of the 
suppliers. The procurement department can be tasked to collect more information 
about the suppliers and bridge cooperation between the purchasing companies and 
the suppliers for human rights goals.  
- The processes that companies have created to avoid, to manage or to address human 
rights risks include screening procedures for security forces or human rights clauses 
and requirements that the company builds into formal contracts with third parties, such 
as suppliers (Global Reporting Initiatives et al., 2009, p. 15). This can be in the form 
of training, such as in the case of Nestlé Columbia that provide online and classroom 
training on human rights to all own and contracted security personnel. The training 
includes knowledge about physical security at the workplace, security at home, safety 
on the street, road safety, how to handle cases of assault, safety when using banks 
and ATMs, safety while traveling and legal procedures that must be followed by staff 
in cases of threats and attacks (Bansal & Wyss, 2013, p. 34). In this sense, companies 
should be able to put human rights requirement into the contracts with their suppliers 
and treat these requirements, apart from the usual financial requirements, as part of 
the decision making in developing relationship with suppliers.  
 After learning about topics of choosing the stakeholders, stakeholders 
engagement and the four topics related to complicity above, another concern is the legal 
status of the reporting itself. It is still not mandatory for companies to do formal reporting 
on human rights issues. There are several “soft” obligations mandating social reporting 
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by publicly-listed companies in France, Denmark and Norway. European Union joined in 
2014 when it adopted a new Directive requiring Member States to implement non-
financial reporting legislation based on a “report or explain” approach (O’Brien & 
Dhanarajan, 2016, p. 552-553). It seems that the tendency for human rights reporting is 
going to the right direction. 
 
3.5. Supply Chain Due Diligence Activities as Instrument to Conduct Human 
Rights Due Diligence  
 The conception of performing due diligence process along supply chain was 
among others originated from legality demands because of growing concerns in the 
environmental and social fields. Due diligence along supply chain focuses on 
transparency about the origin of sourced materials, whether the production or extraction 
of these materials affect the human rights of indigenous people, employees, children and 
other relevant stakeholders negatively. One example is the timber industry that has 
resulted in illegal loggings which creates not only environmental destructions but also 
negative social impacts. The main instrument for the distribution of forest exploitation 
rights in many developing countries is forestry concession which has encouraged 
commercial exploitation of timber from forests and generated industrial forestry 
development.  
 Nevertheless, many of these concessions are often granted completely ignoring 
the customary and traditional rights of land ownership, and they operate under non-
transparent systems. These forest concession systems combined with flawed laws and 
governance policies that are linked to corruption and other unjust social practices created 
negative impacts on the rights and livelihood of the forest-dependent communities 
(Friends of the Earth International, 2009, p. 1). In several extreme cases, the 
confrontation between security forces of logging companies and the indigenous people 
resulted in massacre of civilians (Rain Forest Foundations UK & Forest Monitor, 2007, p. 
38).  
 With these specific human rights concerns, the violations caused by industrial 
logging concessions have mostly affected indigenous people. This concern resulted in 
activism and research that began drawing international attention to illegal logging in the 
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late 1990s. These were followed by activist campaigns, market pressures, and inter-
governmental negotiations that had formed into something akin to a transnational timber 
legality regime, rooted in bilateral agreements, the leveraging of trade to promote forest 
law enforcement, and ultimately in legislative interventions by 2010. This legality regime 
demands importers of timber to exercise due diligence of their timber supplies and 
subjects them to penalties such as confiscation, fines, or even imprisonment in 
exceptional circumstances for illegal timber in their supply chains (Bartley, 2014, p. 93).  
This is just an example from sourcing materials originated from the forests and 
how one approach to deal with the situation is through legality scheme. Companies are 
increasingly expected to do more than basic fulfillment of legal requirements. Supply 
Chain Due Diligence (SCDD) applies to each production material being sourced that 
brings different challenges dependent on the industry where in some cases regulatory 
framework is much less strong or even non-existent. In regards to supply chain of apparel 
products, in the case where there is an absence of strong regulatory frameworks in many 
producing countries, “the traditional approach to compliance is for enterprises themselves 
to take on the role of monitoring and assessing each supplier against international 
standards, developing corrective action plans, and then using their leverage, for example 
through the incentive of future contracts, to influence suppliers to mitigate risks” 
(Schappert, 2015). Nevertheless, this approach may not be easily feasible in practice, as 
SCDD generally requires practical instruments and considerably big investment and 
commitment. 
 SCDD is commonly related to import of natural resources that include conflict 
minerals and timber for illegal sources, though later interests also arose for other 
production materials or readily-made goods such as apparel products. The due diligence 
process within supply chain concerns whether the production materials originate from 
acceptable sources, in terms of social or environmental issues. In the case of Human 
Rights Due Diligence, Supply Chain Due Diligence is obviously about the extraction or 
production of the sourced materials that do not cause human rights violations.  
 Partzsch & Vlaskamp (2016) described how mandatory and voluntary due 
diligence for supply chain of natural resources as a new global foreign accountability form 
started. Globalization resulted in global governance gap that enabled exchange of goods 
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between countries but resulted in companies contributing, directly or indirectly, to social 
and environmental harms. Consequently, regulations in the European Union and the 
United States oblige companies to conduct supply chain due diligence (ibid., p.2). This a 
new norm that emerged requiring companies to be accountable for socially and/or 
environmentally harmful practices regarding natural extraction abroad (ibid., p. 3). The 
diffusion and enhancement of foreign accountability policies regarding the due diligence 
process within their supply chain are shown further by the introduction of Dodd Frank Act 
Section 1502 in 2012 and OECD Due Diligence Guidance for Responsible Supply Chains 
of Minerals from Conflict-Affected and High-Risk Areas in 2011 (ibid., p. 7). These two 
standards were then followed by emergence of various voluntary public-private initiatives 
for transparency, traceability and accountability of supply chain.  
 Nevertheless, it should be noted that requirements based on social and 
environmental matters do not affect the performance similarly along the supply chain. The 
position of companies along the supply chain influences the practices and their 
subsequent performance. This seems to also be true for performance of suppliers related 
to human rights issues. Schmidt, Foerstl & Schaltenbrand (2017) introduced the concept 
of Supply Chain Position Paradox which mainly means that in the case of management 
of supply chain for environmental reasons, companies or suppliers located further 
downstream in the supply chain invest more while gain decreasing performance benefits, 
while upstream companies with lower practice level gain increasingly higher performance 
(p. 4). The finding is worrying in some levels because when economic actors do not reap 
benefits following investments or that environmentally and socially responsible practices 
do not all pay off, it is a big obstacle to convince participants along the supply chain to do 
what is assumed to be the right thing to do.  
 Furthermore, in the events of uncovered irregularities by their suppliers, 
downstream companies are usually punished by the market. This understanding ignites 
discussion regarding which companies along the supply chain that should be the optimal 
targets to be accountable for practices based on social and environmental reasons 
(Moeller, 2014, p. 291). The role of suppliers to achieve socially and environmentally 
responsible supply chain is significant. On the one hand, it is because suppliers have 
direct influence to ensure responsible practices since the beginning of the supply chain. 
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On the other hand, demand and responsibility for good conducts should be divided along 
the supply chain, and should not concentrate solely on downstream companies. The good 
conduct of suppliers should be clearly and openly stipulated and demanded by 
purchasing companies. For this purpose, a framework for certain business processes, 
such as procurement, is needed to enable purchasing companies to manage indirectly 
the social conduct, including the human rights conduct, of their suppliers.            
From studying the human rights reporting guidelines and relating them to 
fundamental ideas of Supplier Relationship Management, it would appear that 
procurement in general might be useful in mapping suppliers and managing their 
behavior. To conclude this chapter, the discussion in this part attempts to understand the 
connection between business and human rights responsibility for companies, the human 
rights responsibility of companies in the form of performing Human Rights Due Diligence, 
and the due diligence process which focus on the two main tasks that are more relevant 
to efforts in managing relationships with suppliers to achieve purchasing companies’ 
human rights policy goals. With this rationalization as a fundamental understanding and 
combined with explanation of the development of procurement and Supplier Relationship 
Management in chapter two, the next chapter tackles the subject how SRM, which is 
conventionally more often used to achieve companies’ financial goals, can be modified to 
also achieve human rights goals. The process itself begins with determining criteria and 



















Evaluation and Classification of Suppliers’ Prospective Human Rights 
Performance and Human Rights Violation Risk:  
Determining Criteria and Their Indicators 
  
 One important procurement process in lowering the risks of being involved directly 
or indirectly in human rights violation for companies is deciding on the right suppliers to 
have working relations with. Apart from the selection and performance assessment 
criteria that are based on prospects for excellent financial performance, other 
requirements that are specific to human rights issues should be included as well. These 
human rights violation risks related performance assessment criteria are not very 
straightforward to be construed, as indicators with specific quantitatively comparative 
results are difficult to be listed.  
 As a comparison, there are measurement methods available for Environmental 
Performance Evaluation (EPE) (Jasch, 2000, p. 81) by companies such as level of raw 
materials used or emissions level and measureable efforts to reduce them to determine 
performance level. However, these measureable indicators, such as absolute, relative, or 
indexed indicators (ibid., Jasch, 2000, p. 81), or measurements for sustainability 
performance of supply chain in terms of its efficiency, consistency and sufficiency 
(Schaltegger & Burritt, p. 235-236) are not actually applicable in measuring human rights 
performance, such as concluding that a company does not have a high potential to 
infringe the rights of indigenous people or that a company does not have a high possibility 
to be linked to forced labor in its whole operation network. The risks to be involved in 
human rights violation directly or indirectly are not easily and practically quantifiable.8  
 In addition, ranges for permissible human rights violation risks are not simple to be 
determined. In some serious cases, completely zero violation risk is expected as 
																																																						
8 During interviews with companies’ representatives in chemical industry and engineering and electronics 
industry, they stated that the nonexistence of some form of “fixed quantifiable indicators” to determine 
performance in human rights issues as a major challenge in implementing human rights policy. A 
comparison was always made to the availability of quantifiable indicators for environmental-friendliness 
performance, such as level of carbon footprint or level of water usage (Interview with companies, May 
2016).   
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companies might only need to be connected once to severe human rights violation to ruin 
its reputation completely (“Human Rights Violations Can Be Costly”, 2013). Despite this 
challenge, further understanding of the complex categorizing criteria is attempted in this 
dissertation. The evaluation and classification of suppliers within a collaborative supply 
chain are beneficial to be used within the processes of impact assessment and reporting 
for the purpose of Human Rights Due Diligence.  
 
4.1. Performance Evaluation and Indicators Development 
Evaluation involves the notion of measurement, hence the importance of indicators 
for the purpose. In this dissertation, the human rights potential performance that is being 
measured is of a company (supplier) and it is done by another company (purchasing 
company), or a third party. This is done because purchasing company intends to weigh 
the human rights violation risk that it may expose itself by having business relation with a 
particular supplier. Through this evaluation as well, purchasing company can identify the 
suppliers with whom it wants to have closer business relation. Nevertheless, many of 
literatures on measuring human rights evolve around the performance of States whose 
duty is to protect human rights. As what has been established in chapter 3, companies 
have the obligation to respect human rights.  
The first challenge in this research is to create list of criteria and their respective 
indicators to measure a company’s prospective human rights performance. The second 
challenge is the fact that in this dissertation what basically take place is the human rights 
performance evaluation is conducted by a company to another company and it should be 
integrated into the pre-existing business processes, namely the Supplier Relationship 
Management processes. This means that the criteria and their indicators should be 
inclusive of specific human rights issues in the industry and the production of the procured 
materials. They should evaluate internal conditions within the supplier’s organization that 
may be a hindrance or assistance in supplier’s prospective human rights performance. At 
the same time, the criteria and indicators should also evaluate the external situations 
outside the influence of the supplier but can affect the supplier’s prospective human rights 
performance, such as political and social circumstances of the country where the supplier 
is located.  
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It must be noted that obstacles to these efforts should be recognized early to deal 
with what might seem to be an “over-simplification” of human rights understanding. It is 
not the intention of the dissertation. This research aims to find a starting point for a 
somehow workable and practical solution to a very complex problem. The consideration 
is especially crucial in the case of developing criteria and indicators for SRM framework 
to be used in HRDD in this dissertation. Harrison (2011) explained that meaningful 
implementation of human rights policy faces barriers as human rights standards 
themselves may not be well understood and that the gap between the standards and the 
reality of enjoyment of human rights on the ground is often difficult to precisely identify (p. 
163).  
In the case of evaluating whether a supplier fulfill its human rights responsibility 
towards its employees, the difficulty is to decide whether certain practices within the 
supplier’s organization fulfill “right to health” or “right to food” because the implementation 
of these rights in terms of supplier’s company policy and the measurement of enjoyment 
to these rights are difficult to recognize specifically. Therefore, as Harrison (2011) 
explained in regards to variety of models in human rights impact assessment, the 
appropriate design for the assessment depends on the nature of what being assessed, 
who is undertaking the assessment, when the assessment taking place and a series of 
strategic decisions about the assessment processes (ibid., p. 165).  
Consequently, assessing suppliers by purchasing companies may result in 
simplification and flexibility efforts in the model and design of the criteria, indicators and 
processes. This is because the focus is on how a supplier may expose its purchasing 
companies to be involved indirectly in its human rights violations. There is an incentive 
for risk management and doing the minimally required, as many critics to typical corporate 
social responsibility (CSR) programs has indicated, especially those that are related to 
rights of employees (Anner, 2012, p. 610). However, without neglecting the possibility of 
such occurrences, the focus of this dissertation is to integrate Human Rights Impact 
Assessment into an established business processes within companies. Hence, elements 
of practicality with efforts not to lose meaning are to be included in the activities.   
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According to Fukuda-Parr (2001), there are three concerns in monitoring human 
rights: 
1. Accountability: It means “assessing the fulfillment of obligation with clearly defined 
criteria of performance” (p. 241). Accountability is judged by result and conduct. 
2. Conduct: Human rights monitoring concerns not only outcomes but also conduct of 
the party accountable or the duty bearer. 
3. Progress: It includes four dimensions of no discrimination, adequate progress, true 
participation and remedy. “The principle of ‘progressive realization’ recognizes that 
time is needed to make the necessary changes to secure rights, and for all individuals 
to enjoy them” (ibid., p. 242). 
Considering this, the accountability of companies is judged by the result and 
conduct of how they fulfill their obligation in respecting human rights. In judging results, 
there is a need for indicators, which in general have purposes such as comparison of 
performance over time, highlighting of optimization potentials, derivation and pursuit of 
targets, evaluation of performance between subjects or benchmarking, communication 
tool for reporting objectives and feedback instruments (Jasch, 2000, p. 80).   
Previously in chapter two, the concept of Supplier Relationship Management within 
collaborative supply chain is introduced. Classification of suppliers can be done to identify 
suppliers who perform well, who might need to be encouraged to do so and who perform 
in unsatisfying manner and need to be delisted. This classification puts suppliers into 
categories. The suppliers in each category are deemed to have similar performance 
characteristics and are to be managed in similar way. For the purpose of measuring the 
prospective human rights performance of suppliers, there is a need for definition of human 
rights criteria and indicator. Criteria in this context “refers to the characteristics, such as 
collectability, accuracy, comparability, and so forth, that are used in determining whether 
a particular indicator is appropriate for use in a particular context” (Green, 2001, p. 1084). 
While “a human rights indicator is a piece of information used in measuring the extent to 
which a legal right is being fulfilled or enjoyed in a given situation” (ibid., p. 1065) and it 
refers to a tool for measuring human rights.  
Like many previous attempts in measuring progress and using of indicators in any 
fields, there is an expectation to employ statistical information in human rights context. 
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However, “it is clear that there is a solid tradition in the human rights field of using the 
word “indicator” itself to refer to information beyond statistics” (ibid., Green, 2001, p. 
1078). An indicator is not only a quantitative measurement, but it also needs to be 
construed to measure other aspects that are relevant9 from a human rights perspective 
(ibid., Green, 2001, p. 1079, 1084). Green also mentioned an example used by 
International Labor Organization (ILO) in the use of human rights indicators: 
“One of the indicators suggested by the ILO with regard to the right to just and favorable 
conditions of work (usually considered an economic or social right) is: What procedures 
exist to ensure that men and women are actually paid equal remuneration for equal work? 
Do, for instance, equal opportunities commissions exist? By whom are they staffed, and 
to what extent are they independent?” (ibid., p. 1078) 
 From this explanation, it is expected that in assessing human rights performance 
of suppliers, it should involve qualitative, possibly social, non-statistical indicators and 
criteria that are relevant to determined human rights performance of suppliers and 
somehow can be used for comparison purposes as well (Diener & Suh, 1997, p. 192).  
 
Figure 17: Three Groups of Performance Assessment Criteria and Their Assessment Criteria 
(Source own illustration) 
 
 This chapter attempts to elaborate an understanding of the type of information that 
can be used to measure prospective human rights performance of suppliers and the risk 
of their involvement in human rights violations. In other words, this chapter aims to 
																																																						
9 Emphasis is added to underline the importance of relevancy concept in deciding on indicators to measure 




























develop human rights performance criteria and possible indicators that can be used to 
classify suppliers into categories. It will be the basis for a framework that assists decision 
making for companies related to human rights violations risk that can be exposed to them 
through their suppliers. The framework is built based on three groups of performance 
assessment criteria, which used in classifying the suppliers to identify their potential risks 
of being involved directly or indirectly in human rights violations. These groups of 
performance assessment criteria are sourcing and regulation, political and social 
circumstances and suppliers’ internal condition as shown in figure 17. Based on 
performance in these three groups of criteria, a supplier is put in certain category, which 
determines how a company should manage their relationship with this supplier. The 
evaluation and classification of suppliers mainly attempt to determine the prospect and 
potential of suppliers in eliminating risks of human rights violations that they can expose 
their customers, which are the purchasing companies.  
 The evaluation and classification are not intended as a guarantee that a supplier 
with the highest performance grade will automatically have an operation that is free of 
any connection to human rights violations. The evaluation and classification, which are 
carried out through the assessment criteria framework, serves to guide purchasing 
companies to direct their suppliers to adopt company policy that reduce the risks of 
involvement in human rights violations. Because of the nature of measuring risks of 
human rights violation while also measuring improvement, it can be said that this 
performance evaluation framework is based on violation approach and progressive 
realization approach (Fukuda-Parr, 2001, p. 241; Green, 2001, p. 1086).  
 The actual indicators for each of the criteria can be freely determined by the 
purchasing companies.  This is when purchasing companies are encouraged to engage 
their stakeholders who understand the human rights implications of the purchasing 
companies’ business activities to conduct dialogues with them. From these dialogues, it 
should enable purchasing companies to consider indicators which are suggested by 
stakeholders, such as NGOs or governmental bodies, based on relevancy to the criteria. 
The formulation of the weight system can also be discussed during these dialogues. It 
should always be noted that this dissertation research aims to develop a framework that 
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put emphasis on cooperation either between purchasing companies and suppliers or 
between purchasing companies and their stakeholders.           
 In brief, the evaluation and classification of suppliers are conducted in a way that 
within each of the three groups of performance assessment criteria, every supplier 
receives a performance grade of either lower performance or higher performance. The 
overall performance grade decides the category where a supplier is placed. There are 
eight categories where suppliers can be placed, which are explained chapter 5. The 
category where a supplier belongs determines the general strategy that purchasing 
companies can employ towards the suppliers to achieve their human rights goals. More 
on content of the three groups of performance assessment criteria and possible indicators 
for each criterion are explained later in this chapter. Prior to that, the reasoning for their 
grouping into three groups of performance assessment criteria and the performance 
assessment criteria, which are the basis for the classification of suppliers, are explained 
next. 
 
4.2. Rationalization in Grouping Human Rights Performance Criteria into Three 
groups of Criteria and Weighing/Scaling/Calculation System 
 Determining performance of suppliers that are related to potential human rights 
violation risks, which they might pose to purchasing companies, is a complex process. It 
is because the risks factors or assessment criteria are not straightforward and not easily 
distinguishable. The indicators of performance or non-performance are also not easily 
available. Nevertheless, a deeper look on all potential factors that influence how a 
supplier might pose human rights violation risks to its purchasing company shows that 
there might be a way in determining these assessment criteria and grouping them.  
 Some assessment criteria share similar characteristic and can be determined 
clearly and grouped to make them easier to be measured on a simple scaling system. 
Each of the groups of performance assessment criteria is to carry pre-determined weight. 
This way, the performance of each supplier in terms of its exposure to human rights 
violation risks can be determined and compared in accordance to the weighing system 
decided by the purchasing company. The comparison is done through a framework to be 
used to classify suppliers and put them into categories. The categories will be the basis 
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of how purchasing companies should manage their interactions with their suppliers. As 
mentioned earlier, the categories are shown in figure 17.  
 In order to group the performance assessment criteria, it is useful to identify similar 
characteristics among them. Some performance assessment criteria are easy to pinpoint 
and more directly able to clarify whether a supplier has high human rights violation risk or 
not. The example of this is participation in a compulsory standard such as being compliant 
to Section 1502 Dodd-Frank Act for suppliers that provide for purchasing companies that 
might be affected by the regulation and have to declare the existence of conflict minerals 
in their products as stipulated in the regulation by the United States Securities and 
Exchange Commission (SEC) regarding the responsibility to screen their extended supply 
chain for conflict minerals (Hofmann, Schleper, & Blome, 2015, p. 10). This characteristic 
shows commitment to standards from the suppliers when they comply with such 
regulations.  
 Additionally, some performance assessment criteria are within supplier’s capacity 
to change and some are not. For example, a supplier might decide to improve its hiring 
policy to be free of discrimination towards employees or job applicants who might be 
women wearing religious attire who experienced selection bias or discrimination in 
workplace according to many reported cases (Ghumman & Ryan, 2013, p. 676). This falls 
within assessment criteria of supplier’s internal human rights policy and it is a factor in 
which a supplier has the capacity to change.  
 On the other hand, a supplier might be located in a country with rampant corruption 
practices in which the obligation of state to protect human rights is hindered and result in 
inability to fully realize human rights of the people (Gathii, 2009, p. 147). In this situation, 
the suppliers may have very little or no capability to change the situation. This falls within 
assessment criteria of corruption level and it is a factor that influences a supplier’s human 
rights performance, but the supplier does not have much capacity to influence it.  
 Another consideration is that several assessment criteria are indicative of a good 
human rights performance and some are complete necessity in order not to cause or be 
linked with possible human rights violations. Using the previous example and depending 
on the line of argumentation, indiscriminative hiring policy within supplier’s organization 
is a complete necessity not to cause human rights violations. Conversely, distancing 
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themselves from corrupt officials that might be involved in violence conflict against their 
own people and adopting strict non-bribery policy are seen as strongly indicative of a 
commendable human rights performance.  
The assessment criteria that influence the performance of suppliers related to their 
potential involvement in human rights violation are put together into three groups of 
performance criteria. As shown in figure 17, these groups of performance assessment 
criteria are sourcing and regulation, political and social circumstances and suppliers’ 
internal condition. Sourcing and regulation performance criteria explore the formal side of 
a sourcing activity and specific products standardizations that suppliers might be able to 
comply with. This first group of assessment criteria includes standardized procedures and 
processes. The criteria have the tendency to be decisive factors in assessing whether 
human rights performance of a supplier carries huge risk for involvement in human rights 
violation or not. If the regulation or standard is compulsory requirement in a production, a 
supplier that does not fulfill it is considered to be highly risky for the purchasing company 
to keep their status quo relationship with the supplier. Another characteristic difference in 
first group of criteria is that the performance assessment criteria included are relatively 
more straightforward to be measured because of its decisive characteristic, as it is either 
compliance or non-compliance.  
The other two groups of assessment criteria are generally less clear-cut than the 
first group. The second group of performance assessment criteria, political and social 
circumstances, looks at the external risk factors such as political situation in the country 
of a supplier and local custom in regards to certain human rights requirements. A supplier 
might have very limited ability to influence these assessment criteria. Nevertheless, these 
assessment criteria affect how risky the supplier can be.  
The third group, suppliers’ internal condition performance criteria, assesses risks 
factors within the organization of the suppliers. It means that suppliers can heavily 
influence the assessment criteria such as supplier’s organizational structure and 
supplier’s human rights policy.  
The grouping of performance assessment criteria is done based on similarities in 
characteristic, function and projected interaction within the classification model. An 
example of interaction in which a meaningful correlation might be drawn is a discovery in 
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relations to the performance in the second group is when a supplier is located in political 
area with lower performance grade, but it has higher performance grade in its compliance 
to regulations and standards and/or that it has developed human rights policy. The criteria 
in the second group can help show how progressive a supplier is when despite being 
located in a corrupt country, it can instill good human rights practice in its organization. 
  To utilize the framework, the criteria within the three groups need suitable 
indicators. In the next section, the potential indicators are explained with the purpose of 
giving a picture of the kind of indicators that are suitable for each criterion. However, it 
should be noted that the decisions on suitable indicators lie on the purchasing companies 
themselves. In addition, the weighing system is also determined by the purchasing 
companies. Both indicators and weighing system follows the carefully formulated human 
rights policy of the purchasing companies.  
 Because of this, the result of the assessment varies greatly depending on how 
stringent or lenient the indicators and weighing/calculation system. The final aim of using 
the framework is supposed to be improving the human rights performance of all parties 
along the supply chain. Depending on the situation, purchasing companies may also start 
with more lenient indicators and weighing/calculation system and increase the intensity 
as they go along. This might be possible so long this is done based on purchasing 
companies’ main goal of eliminating human rights violations from their supply chain.  
 The potential indicators explained next should give an indication of the kind 
available standards exist or even merely analysis that can be conducted to enable the 
calculation/grading system of the framework. The fact that there can be unavailability of 
suitable indicators should also be acknowledged when reviewing the result of the 
assessment. It is expected that with the growing importance of HRDD that the current 
standards would be improved and new standards that can be used as indicators would 
be created as well.          
 
4.3. Sourcing and Regulation 
 Sourcing and Regulation risks mainly consist of direct human rights risks related 
to acquiring the materials. Among the three groups of performance assessment criteria, 
sourcing and regulation performance may be the most important one because they 
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include particular material risks in terms of specific product regulations and standards that 
demand compliance, traceability and certifications, possible human rights violations 
during extractions and specific risks connected to extraction of precious metals and 
minerals. Sourcing and regulation risks deal with efforts of transparency along supply 
chain. Clear information along the supply chain on origin of materials and how they are 
produced and extracted is the essence of this set of risks. The assessment criteria consist 
of regulations, standards, schemes and specific materials regulations, such in the case 
of conflict minerals. Each of the performance assessment criteria is explained below with 
descriptions of regulations and standards act only as examples and which are not in a 
way to be inclusive of all currently available regulations and standards. The standards 
described, as mentioned earlier, should only be used as guidance to determine what kind 
of standards that might suitable to be used. One consideration to keep in mind is related 
to availability of suitable standards to be used as indicators for criteria. The type of 
standards being used may influence implementation patterns (Hofmann et al., 2015, p. 
25-26). 
 
4.3.1. General Standards and Regulations 
 Related to the indicators within sourcing and regulation criteria, there are two main 
ideas that need to be initially elaborated. Firstly, for many materials sourced, there are 
regulations specific to its origin, extraction, handling, storing and transporting. When 
these regulations are compulsory, companies have no option but to require their suppliers 
to support them by being compliant. Therefore, current capability and/or future capability 
of suppliers to be compliant to compulsory regulation are a determining factor in whether 
a company should continue their working relations with a supplier or not. The 
classification of suppliers using this indicator can be done by rating the compliance level 
of suppliers that provide the same product. For non-compliance, the low performance 
grade is given which means that the supplier must be red-flagged. Suppliers with low 
performance grade must go further procedure like audit, knowledge share, training or 
assistance to help them to comply. In the worst case of non-compliance, the suppliers 
may also be delisted.  
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 Secondly, the criteria of compulsory regulation in this sense do not necessarily 
only mean compulsory regulations in that it is being obligatory legally. The indicator for 
the criteria may also include standards that are not enforced by law and merely 
encouraged to be implemented but considered important by purchasing companies and 
serve as decisive factor in determining whether a supplier has acceptable human rights 
performance. For example, purchasing companies may decide that their suppliers should 
provide statement of intention based on ISO 26000 and/or SA 8000 certification. In this 
case, only suppliers that follow the guidance of ISO 26000 in their conducts and that are 
SA 8000 certified can be deemed to have high performance in the suppliers’ evaluation 
model structured by the purchasing companies. To understand what the process entails, 
the two non-legally standards are elaborated. 
 As an example of an indicator for the criteria, compulsory regulation on the use of 
conflict minerals that is legally obligatory in the US, Section 1502 Dodd Frank Act, is 
briefly described. This regulation can be considered specific to certain types of materials 
which are the 3T (tin, tungsten and tantalum) minerals, however it can be argued as well 
that the impact is general because the use of these minerals is more common and all-
encompassing in certain industries. Dodd Frank Wall Street Reform and Consumer 
Protection Act was introduced as legislative response following the collapse of financial 
market in 2008. Section 1502 Dodd Frank Act was intended to restrict the funding to 
armed groups in the Democratic Republic of Congo (DRC).  
 There are essentially three parts of the regulation, in which the first part is 
applicable to companies that use conflict minerals in their products. The effected 
companies are required to disclose whether conflict minerals that are necessary to the 
functionality or production of a product originated from regulated conflict regions. The 
companies should also inform the public regarding the description of measures taken to 
exercise due diligence on the source and chain of custody of conflict minerals, including 
a private audit of such disclosures. The audit information includes the name of the auditor, 
a description of the products manufactured or contracted to be manufactured that are not 
DRC conflict free and the facilities used to process the conflict minerals, the country of 
origin of the conflict minerals, and the efforts to locate the mine or location of origin with 
the greatest possible specificity. The reporting must last for at least five years and until 
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the issuance of certification from the US President stating that no armed groups continue 
to be directly or indirectly involved and benefitting from commercial activity involving 
conflict minerals (Ochoa & Keenan, 2011, p. 134-136). This regulation is compulsory for 
listed company in the US stock exchange. Therefore, affected companies who wish to 
evaluate the human rights performance of their suppliers are recommended to give the 
much heavier weight to this criterion and clearly identify incompliant suppliers as low 
performers and to be red-flagged.  
 Suppliers can also be classified by their ability and willingness in complying with 
voluntary standards. An example of a not legally binding standards but may be used as 
mandatory requirement by purchasing companies towards their supplier is ISO 26000. 
ISO 26000 is voluntary international standard which is essentially a guidance document 
on social responsibility. The aim of the guidance is to seek common understanding of 
social responsibility and intended to assist companies to contribute to sustainable 
development. It encourages companies to go beyond legal compliance, recognizing that 
compliance with the law is a fundamental duty of any organization and an essential part 
of their social responsibility program (International Organization for Standardization, 
2014, p. 3-7).  
 As guidance, ISO 26000 is not a management system standard and contain no 
requirements to be used as certifications. It addresses seven cores of social responsibility 
that are organizational governance, human rights, labor practices, the environment, fair 
operating practices, consumer issues, community involvement and development. Though 
all seven cores of social responsibility are related to human rights issues, however two 
core issues that are arguably related more directly to conducts of suppliers are human 
rights and labor practices.  
 In terms of human rights, ISO 26000 covers issues such as due diligence; human 
rights risk situations; avoidance of complicity; resolving grievances; discrimination and 
vulnerable groups; civil and political rights; economic, social and cultural rights; and 
fundamental principles and rights at work. While in terms of labor practices, ISO 26000 
covers issues such as employment and employment relationships; conditions of works 
and social protection; social dialogue; health and safety at work; and human development 
and training at workplace (International Organization for Standardization, 2014, p. 8-9, 
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12). When a supplier takes on such standard as ISO 26000 to implement, it puts 
considerably assurance on the part of the purchasing companies that suppliers have put 
implementation of good human rights in place in their organizations and demanded similar 
good human rights performance from their sub-contractors and suppliers (International 
Organization for Standardization, 2016, p. 13-14). Therefore, even though the standard 
is not obligatory for companies by law, it still can be a useful tool for purchasing 
companies to use it as an indicator for compulsory regulations criteria. 
 Another standard related to social responsibility is Social Accountability (SA) 8000 
that was developed by Social Accountability International, which is a voluntary standard 
for auditable third-party verification that sets out the requirements to be met by 
organizations. Unlike ISO 26000 in which suppliers only need to provide statement of 
intention, SA 8000 is an auditable verification conducted by third party, which are auditing 
firms that receive accreditation from Social Accountability Accreditation Services (SAAS). 
SA 8000 consists of requirements that include the establishment or improvement of 
workers’ rights, workplace conditions and an effective management system.  
 In practice, the SA 8000 certification is only available per specific worksite. The 
standard is based on UN Declaration of Human Rights, conventions of the ILO, 
international human rights norms and national labor laws. The intention of the standard 
is to empower and protect all personnel within an organization’s control and influence 
who provide products or services for that organization, including personnel employed by 
the organization itself and by its suppliers, sub-contractors, sub-suppliers and home 
workers. It is intended that an organization shall comply with this Standard through an 
appropriate and effective Management System (Social Accountability International, 2014, 
p. 2, 4; Social Accountability International, 2010, p. 1, Social Accountability, 2016). 
 Conclusively in this group of performance criteria, regulations and standard that 
have legal bearing and affect the purchasing companies should be regarded as a 
compulsory requirement for good human rights performance from their suppliers. This 
means that for non-compliance to this by law obligation, a supplier receives a low 
performance grade. Nevertheless, there are also standards which are not legally required 
and yet deemed to be important by the purchasing companies. This is because 
compliance to these voluntary regulations is in line with the purchasing companies’ 
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commitment to their own human rights policies. When this is the case, it is 
recommendable to include the voluntary standards and treat them as ‘compulsory’.  
 In other words, the composition of the indicators within this criterion depends on 
how purchasing companies interpret their human rights policy and the situation in their 
industry. In general, it is always supposedly understood that all compulsory regulations 
are to set as required indicators, while voluntary standards are encouraged to be 
achieved with an aspiration to fulfill them. Compliance with voluntary standards can also 
be used as a way by companies to identify star performers among their suppliers. On the 
other hand, having suppliers that comply with voluntary standards may also give 
companies competitive advantage because there are certain customers, such as 
governmental organizations, who prefer companies that are compliant to these voluntary 
standards before awarding them with government contracts.              
 
4.3.2. Specific Product Standards and Requirements 
 Apart from the general regulations and standards that are applicable to the whole 
operational conduct of supplier, there are certifications for specific products. These 
certifications which are part of traceability system affirm the claims made on the products, 
such as sustainability, excellent labor policy, the environment, anti-corruption and human 
rights conducts claims. Traceability offers a way to make a statement and claim that 
certain products come from responsible sources. Traceability is traditionally used to 
determine the purity or content of materials. Later it is developed to also support 
sustainability claims. In terms of human rights risks, the traceability is used by suppliers 
as proof of responsible business practices that respect human rights. Traceability 
statement ideally shows the history, application or location of an entity by means of 
recorded identifications throughout the entire supply chain (Aiello, Enea & Muriana, 2015, 
p. 176).  
 For implementation of human rights policy through Supply Chain Due Diligence, 
the main aim of traceability is to increase supply chain transparency. This transparency 
is expected to provide information that materials used by companies come through 
responsible practices along the way that are not linked to human rights violations. 
Generally, traceability is defined as “the ability to identify and trace the history, 
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distribution, location and application of products, parts and materials, to ensure the 
reliability of sustainability claims, in the areas of human rights, labor (including health and 
safety), the environment and anti-corruption” (UNGC, 2014, p.6). When a supplier makes 
a traceability claim, the purchasing companies can be more certain about the material 
they are procuring in terms of its origin and fulfillment to human rights related expectations 
and standards. Traceability is useful when there is imperfect or incomplete information in 
the supply chain on whether production or extraction processes of certain materials may 
be linked to possible violations of human rights. 
 Traceability has a role in bettering supply chain because “traceability allows 
matching the levels of upstream and downstream efforts put into products” (Saak, 2016, 
p.150). Saak stated that this intuition is because when the signals of final quality are 
imprecise, the supply chain has little reputational capital at stake. On the other hand, 
when the signal of final quality is precise, good reputation is very valuable (Saak, 2016, 
p. 150). When this understanding is adapted to the case of good human rights practices 
along the supply chain, the precise signal would have similar impact in matching the 
downstream and upstream implementation level of human rights policy. The demand and 
expectation that companies should source responsibly and avoid links to any possible 
human rights violations along the supply chain can be seen as a precise signal of final 
quality.  
 It is clear that companies are not supposed to cause human rights violations 
directly or indirectly when conducting their sourcing activities. Companies need to ensure 
that their suppliers share similar human rights values in their operations. The existence 
of this demand along the supply chain will have an effect that allows matching the level 
of efforts between upstream and downstream in producing socially responsible products. 
The effort put in will hopefully has chain effect along the supply chain and will level the 
efforts put in by the upstream all the way to the downstream. Supply chain traceability is 
an integrated end-to-end process, in which all the supply chain members contribute to 
optimize the tracking activity, which is achieved when the actors involved keep records of 
suppliers and customers and exchange this information along entire supply chain (Cimino 
et al., 2005, in Aiello et al., 2015, p. 176; Opara, 2004 in Aiello et al., 2015, p. 176). In the 
end, traceability can encourage more complete and perfect information about materials 
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floating along the supply chain. Traceability claim will result in more precise signal on final 
quality in terms of responsible production claim.   
 Traceability encourages and requires the role of collaboration between participants 
along the supply chain. UNGC (2014) introduced Global Collaborative Scheme as 
collaboration is deemed to be the best practice for traceability. Firstly, the scheme must 
be independent and consists of multi-stakeholder (p. 18). Similar sentiment is shared by 
researchers in the field of sustainability. For product sustainability, it is important to 
contemplate “not only the manufacturing processes needed to realize a product, but also 
the entire network of stakeholders and suppliers involved in its production, from actors 
dealing with raw materials procurement to other ones dedicated to the final product 
delivery and disposal” (Germani, Mandolini, Marconi, Marilungo & Papetti, 2015, p. 228). 
Because of this, the independent organization has the functions to give guidance and 
works on commodities to enhance traceability. Secondly, there should be a focus in the 
traceability scheme on a limited number of issues, such as number of commodities and 
the sustainability attributes that must be traced. Thirdly, the scheme requires appropriate 
collaboration along the supply chain with the actors along the supply chain participate in 
the manner that correspond to their position in supply chain and manage continuous 
communication with their immediate business partners (UNGC, 2014, p. 18).  
 The model in figure 18 shows the processes and requirements included in the 
Global Collaborative Scheme. The scheme is intended for accountability for traceability 
along the supply chain. Its responsibilities include giving direction to make sure the origin 
of the commodity and the full chain of custody or supply chain meets the claims, guiding 
in ensuring that processes in the companies within the supply chain are facilitating the 
commodity to maintain its sustainability attributes, auditing the earlier responsibilities or 
mandating the verification process to a third party auditor who then provides certification, 
keeping the relevant information in a secure system to be shared  within the business 
partnerships in the supply chain, administering labeling requirements and claims attached 





Figure 18: Global Collaborative Scheme 
(Source UNGC, 2014, p. 18) 
  
 In relations to conducting HRDD, the specific standards and requirements for 
products from traceability scheme can be used to assess the human rights performance 
of suppliers. Suppliers, which provide products in which traceability scheme certifications 
are available, would receive high performance grade for their products certified. To see 
some examples of how the awarding of certifications can be used for performance 
assessment, several traceability schemes for specific products that include human rights 
issues are explained. Some products have only one available certification, which will be 
sufficient when it is comprehensive and in accordance to requirements mentioned in 
Global Collaborative Scheme above. Some products have several certification schemes, 
which then require purchasing companies to understand the differences and when 
necessary to rank the values of having such certifications. There are two examples of 
certifications and their products explained below. These are not comprehensive and 
should only serve as examples to understand how this indicator can be used in assessing 
the prospective human rights performance of suppliers by purchasing companies. 
- Fairtrade Labelling Organizations International (FLO) 
 FLO provides Fairtrade certifications for producers that are mainly small-scale 






































their average costs of sustainable production; provide an additional Fairtrade Premium 
which can be invested in projects that enhance social, economic and environmental 
development; enable pre-financing for producers who require it; facilitate long-term 
trading partnerships and enable greater producer control over the trading process; set 
clear core and development criteria to ensure that the conditions of production and trade 
of all Fairtrade certified products are socially, economically fair and environmentally 
responsible” (Fairtrade, 2016). In regards to human rights issues, Fairtrade standards 
require core elements such as “training opportunities, nondiscriminatory employment 
practices, no child labor, no forced labor, access to collective bargaining processes and 
freedom of association of the workforce, condition of employment exceeding legal 
minimum requirements, adequate occupational safety and health conditions and 
sufficient facilities for the workforce to manage the Fairtrade Premium” (Fairtrade, 2016).  
- Rainforest Alliance 
 The Rainforest Alliance has the mission to “conserve biodiversity and ensure 
sustainable livelihoods by transforming land-use practices, business practices, and 
consumer behavior” (Rainforest Alliance, 2016). The organization focuses on three 
industries, which are agriculture, forestry and tourism. It provides training and guidelines 
to farmers, foresters, and tourism entrepreneurs to minimize their environmental impacts 
while earning stable income. The participants then receive certifications namely 
Sustainable Agriculture Network standard, the Forest Stewardship Council standard or 
the Rainforest Alliance’s UN-accredited tourism standard. The first two standards were 
co-founded by the Rainforest Alliance. The Rainforest Alliance Certified™ seals are found 
on the products which give assurance to consumers that they originated from farms that 
are managed to Sustainable Agriculture Network’s rigorous standard which is designed 
to provide workers and their families with dignified, safe conditions and to protect wildlife 
and waterways. Within the issues of human rights, the standard recognizes human rights 
abuses and labor rights violations which occur throughout the agricultural supply chain. 
There is lack of access to economic opportunity, the displacement of indigenous 
populations, and threats to food security pose urgent problems for companies, 
governments, and citizens seeking to build an ethical economy. The standard uses net 
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income, worker health, and access to education as some of the metrics being used to 
examine how well the standard furthers human rights (Rainforest Alliance, 2016).  
 These two certifications do not cover many other products and produce which are 
sourced by purchasing companies. It means that companies may need to find other 
indicators to evaluate the performance of suppliers in this group of performance criteria. 
Another issue is related to potential room for cooperation. It is mentioned in previous 
chapter about the argumentation that in sustainable business activities, the downstream 
companies invest more while gain decreasing benefits (Schmidt et al., 2017, p. 4). The 
market also tends to punish the focal company for its suppliers’ behavior in the case of 
unsustainable incident in the supply chain (Hartmann & Moeller, 2014, p. 291). On the 
other hand, there is another view that upstream companies, which in some cases are 
producers in developing countries, suffer during trade. Because of this, the certifications 
which follow standards are designed to address the imbalance of power in trading 
relationships, unstable markets and the injustices of conventional trade (Fairtrade, 2016). 
Considering the two sides of different interests, it might be a reasonable decision for 
purchasing companies to require certifications as part of requirements for their suppliers. 
This way the imbalance in the trade tends to be corrected while at the same time the 
practice also benefits the purchasing companies. 
 Nevertheless, it should be noted that the decision to adopt sustainability 
certification is influenced by many considerations. In their research, Montiel, Christmann 
& Zink (2016) discovered that it is less likely that companies would obtain certain voluntary 
certifications from any standards when there is a higher perceived diversity of customer 
requirements to obtain certifications. The diversity is related to uncertainty of the future 
related to the dynamic of customers’ requirements and the uncertainty stems from 
unpredictable evolution of the standards. Standard certification is deterred as dynamic 
customer requirements increase the uncertainty regarding the expected return of 
standard certifications for suppliers (p. 6, 10). The result of the study is understood in the 
sense that companies would naturally avoid uncertainty and unpredictability before 
deciding on an investment. Decision to follow a standard is seen to be an investment 
even though it might initially be done with a sincere interest to participate in efforts to 
develop sustainable supply chain.       
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4.3.3. Supplier’s Code of Conduct and Industry Initiatives 
Code of conduct for suppliers is usually adopted by companies to ensure socially 
responsible business practices throughout the supply chain which requires motivation and 
active commitment. This is a type of self-regulation and may result from a dialogue 
between concerned parties (Huyse & Parmentier, 1990, p. 255, 258) which are related to 
CSR issues in general and human rights issues. From a case study on international bank, 
Keating, Quazi, Kriz & Coltman (2008) stated that in achieving CSR goals of purchasing 
companies that is influenced by the performance of their suppliers, there are needs to 
monitor the improvement of their suppliers through suppliers’ assessment tool and 
governing tools, such as code of conduct (p. 176-177). The implementation of code of 
conduct can be problematic at times because its lack of authority unlike actual contract 
which make it at times seems more like a guideline (Kenny, 2007, p. 460, 463).  
Apart its lack of legal binding, there is indication that the violations of code of 
conduct are seldom reported because of various reasons (Nitsch, Baetz & Hughes, 2005, 
p. 339). This adds challenge in implementing code of conduct. Roberts (2003) also 
mentioned that ethical sourcing may not be chosen in certain industries because 
purchasing companies face the dual complications of passing ethical standards down 
through many network links to a highly diffuse set of suppliers (p. 167-168). The problem 
that seems to be on the side of the suppliers may seem right, but the problem on the side 
of the purchasing companies is likely too. Sum & Ngai (2005) researched on clothing 
industry in China and found that transnational company buyers managed to control 
production of suppliers and sub-contractors over long distance without ownership 
because they are dominant buyers. This lack of ownership even enables them to be 
flexible and liberally assert their terms to the suppliers (p. 184). Yu (2007) also revealed 
in the research on Reebok and its supplier in China merely resulted in a ‘‘race to ethical 
and legal minimum’’ effect. This effect essentially protected Reebok from being 
confronted by anti-sweatshop activism and at the same time contributed to Reebok long-
term profitability without meeting Chinese workers’ expectations of improvement in labor 
conditions (p. 524-525). 
It would seem that the problem in code of conduct implementation for suppliers is 
related to incentive and opportunism problems. The incentive to comply is not always 
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received by all parties along the supply chain. Opportunism cause non-compliance as 
there is conflict between the principal and the agent (Padersen & Andersen, 2006, p. 228, 
233) regarding the division of the benefit for compliance. This opportunism may happen 
easily that the decision on having code of conduct for purchasing companies is just a way 
for acquiring legitimacy and receiving benefits of its signaling without trying to fully 
implement it, as in the case of studied Chinese suppliers (Egels-Zanden, 2007, p. 61). 
This is because the implementation increase production costs to suppliers and lower 
ability of suppliers to meet strict production deadlines (Egels-Zanden, 2013, p. 52).  
Padersen & Andersen (2006) stated that to safeguard the implementation of code 
of conduct, there are several things that need to be given attention to. This is because 
there is a need to make the interests of purchasing companies and suppliers aligned. This 
means giving encouragement to suppliers to follow the code of conduct and demanding 
progress and scheduled improvement. It may also include giving financial and expertise 
assistance to valuable suppliers. Nevertheless, purchasing companies should also be 
firm to defiant suppliers and give warning for non-compliance or even business 
relationship termination. Legitimate direct sanctions need to be formulated together with 
the code of conduct to reduce opportunism. Joint investment may be another way to align 
the interests between suppliers and purchasing companies. In the long run and within 
long-term relationships, accumulated trust can be the base of to safeguard the code of 
conduct, though trust still need to be accompanied with other measures. This is also 
similar with the case of reputation. Lastly, the role of third party in successful 
implementation of codes of conduct should also be highlighted, especially as effective 
protective mechanism. This is useful in dealing with skepticism and overall credibility of 
purchasing companies to ensure the success of the codes of conduct implementation (p. 
238). 
 Considering the explanation earlier, purchasing companies should not rule out 
using code of conduct. When formulated well and coupled with strong motivation and 
commitment, it is still useful to use code of conduct to sort and select potential suppliers. 
Related to the focus of this chapter, code of conduct can also be used as criteria to 
evaluate suppliers and classify them for better governance. This is especially so when 
the regulations and authoritative bodies within the industry of the purchasing companies 
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are not as established. Self-regulation method can also be pursued collectively with other 
companies and other partners, such as suppliers, and result in a binding industry initiative.  
 To conclude explanation in this group of assessment criteria, in managing social 
issues in supply chain, more companies with international supply chain are increasingly 
adopting standards and deploying company-specific or industry-specific code of conducts 
(Awaysheh & Klassen, 2009, p. 1248-1249). Nevertheless, apart from code of conducts, 
not all the standards and regulations which are currently available are specifically and 
exclusively aligned with the notion of businesses’ obligation in respecting human rights. 
Companies are expected more and more to prove excellent conducts in various 
environmental and social issues. In the quest for efficiency, it results in the need of 
comprehensive certifications that can cover variety of these important non-financial 
performance concerns. The available standards may include various social and 
environmental issues, but at the same time do not include all the human rights aspects 
that companies should pay attention to fulfill their human rights obligation. Therefore, 
compliance to these standards does not necessarily translate into full coverage of human 
rights issues that companies might need to handle in their line of business.  
 On the other hand, the complexity of each of the issues and combining them into 
one universal certification for specific commodity results in limited availability of 
certifications in the traceability scheme that can be used by purchasing companies to 
assess the performance of their suppliers. Hence, in assessing human rights performance 
of their suppliers, purchasing companies should not only rely on traceability scheme 
certifications but also on other indicators. It is also an opportunity to have a more 
comprehensive integrated management system because as mentioned earlier, respect 
for human rights is not the only non-financial issues that companies should comply with. 
When purchasing companies evaluate the performance of their suppliers based on the 
standards that are of various topics in human rights and other social and environment 
risks, they would be able to also include the evaluation of their suppliers based on these 
other important non-human rights issues as well. In the case of the availability of multiple 
certifications for one commodity, the general rule of thumb is to put more points to 
certifications that are considered more thorough and comprehensive.      
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4.4. Political and Social Circumstances  
 This group of performance assessment criteria gives overview of the external 
circumstances that might influence the human rights prospective performance of 
suppliers. The main characteristic of this group is that the performance assessment 
criteria are factors which cannot be influenced directly by the suppliers, such as the local 
political condition of the country where the suppliers are located, the country’s corruption 
level, and social circumstance and civil society. These factors are described to 
understand how they might influence the prospective human rights performance of 
suppliers, while at the same time they have very limited ability to change the political and 
social circumstances of the country where they are located.   
 
4.4.1. Political Condition in Country of Supplier 
 Local political condition in supplier’s location that affects its ability to have good 
prospective human rights performance that needs to be discussed in this realm includes 
sense of political stability, democratic government, commitment to human rights treaties,  
and local rules and customs. All these factors are basically efforts to look for possible 
connections that suppliers have with local authorities that might enable them to commit 
human rights violations through complicity. The human rights violation in Marikana is an 
example. On 16 August 2012, 34 people were shot dead and another 78 injured when 
South African Police opened fire on workers of mining company Lonmin who 
demonstrated for living wage. BASF who is the customer of Lonmin is urged to take 
responsibility (Moeti, 2016; Dachverband Kritische Aktionaere, 2015). The violence 
against the people was committed by law enforcement officers of the country where the 
supplier is located. The local political condition seemed to “enable” such human rights 
violation to happen.  
 The aftermath of the incident was a complex situation in which the different 
interests of many parties that include the mining company, local actors and the buyers of 
the company’s mining products intertwined. What is straightforward in the case is the 
clear demand towards BASF, as one of the main consumers of Lonmin, to be responsible 
and held accountable as the family of the deceased demanded 3.4 million Euro in 
compensation. The shareholders of BASF challenged the company to fulfill its 
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responsibility even after “the CEO of BASF, Kurt Bock, said, that the BASF board is also 
disturbed at what happened in South Africa, but it’s hard for them to judge from this 
distance” (Barrington-Bush, 2015). The occurrence highlights the importance and the 
consequences for purchasing companies to understand the political circumstances, the 
law and its enforcement in the country of their suppliers. The understanding of the 
suppliers’ country location can be developed by looking at several factors as explained 
next.        
 Depending on other circumstances, the existence of democratic government might 
be used as the first indicator of whether a human rights violation is more likely to take 
place in certain countries. Several researchers relate democracy to economic growth in 
a country. Within democracy, there are regular and free elections, peaceful transition of 
power, freedom of expression for all political and economic interests, protection of 
minorities, and accountability of the government to the public and active role of the public. 
These features of democracy are relevant for economic growth as in democracies 
governments are accountable to the public rather than to elites. So, they produce more 
public goods, invest more in human capital, maintain the rule of law, and protect private 
property rights (Begovic, 2013, p. 2-3).  
 Democracies have been shown to perform better than autocracies and mixed 
politics with growth at 0.5% per capita per year faster. And it is not only that, democracies 
have outperformed autocracies in the consistency of their growth and in the social welfare 
dimension of development (Council on Foreign Relations, 2003). Pereira & Teles (2011) 
also mentioned that as soon as there are variables that measure political institution, the 
adoption of a democratic regime positively affects economic growth. Obviously, the paths 
to democracy are different, considering that it is frequent in economically developed 
countries and rare among the poor ones. But the reason for this pattern is not that 
democracies are more likely to emerge as a consequence of economic development but 
that they are much more likely to survive if they happen to emerge in more developed 
countries. There are factors such as level of economic development and institutions which 
also matter (Przeworski, 2004, p. 12).  
 Considering this and the facts that many suppliers are located in less economically 
developed countries, purchasing companies might be faced by dilemma when they just 
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wish to have a clear answer in deciding whether a supplier might have a poor prospective 
human rights performance. There is a need to look deeper than merely the fact whether 
a country has democratic government and examine further the institutions, such as 
regulatory institutions, institutions for macroeconomic stabilization, institutions for social 
insurance, institutions for conflict management, etc (Pereira & Teles, 2011). 
 Related to democracy is the issue of political instability that some experts stated 
to occur more often in democracies and that democracy may seem to increase 
uncertainty. Political instability is measured by past or expected changes of chief 
executives, the frequency of strikes, demonstrations or riots. But looking at the case of 
South Africa, companies in different sectors responded heterogeneously related to their 
investments in times of uncertainty (Fielding, 2002, p. 179), which means the responses 
were not necessarily negative. Furthermore, political instability affects economic 
performance only under dictatorships. This might be because of institutional constraints 
or motivations of those who govern in democracies, economic growth is not affected by 
either past or expected changes in heads of government. Even though changes of chief 
executives happen much less frequent in dictatorships, but they are economically costly 
only in these regimes (Przeworski, 2004, p. 17, 18).  
 Amidst the views that democracy might not have impact on human rights 
violations, it is believed that it is because there is a threshold of domestic democratic 
peace in which when this threshold has been passed, democracy decreases state 
repression (Davenport & Armstrong, 2004, p. 551). Democracy is deemed to be 
significant as a way to promote respect for human rights. This opinion relies on the fact 
that it offers the promise of providing short-term strategic guidance for reformers and 
policy makers (De Mesquita, Downs & Smith, 2005, p. 439). And unlike what is often 
assumed, there is much less conflict between the realization of rights and economic 
growth which reduce poverty (McKay & Vizard, 2005, p. 12). Hence, the analysis on how 
democratic a country is, its political stability, economic growth and reliability of various 
institutions is relevant on how to assess the prospective human rights performance of 
suppliers that are based in that country. All these factors are interconnected and play role 
as basis to create conducive environment for good human rights conducts by suppliers.  
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 Human rights should be protected universally. Nevertheless, in relation to 
procurement process, the challenge is the unequal implementation of policies or customs 
related to universal human rights in different parts around the world. The governments in 
more developed and prosperous countries in most cases have more protection for the 
human rights of their people through the constitutions. This is often coupled with relatively 
better law enforcement and legal system available for citizens and residents. These 
relatively better constitution; law enforcement and legal system are not transferrable to 
other countries where many suppliers are based. The disparity is often time an obstacle 
for companies to expect similar level of human rights treatment from their suppliers 
towards the affected parties. It is also a challenge for the suppliers as well to adopt 
universal human rights treatment when the political and legal system and practice of their 
countries are not supportive for the cause. Therefore, also included in this group of 
assessment criteria is commitment to human rights treaties by the supplier’s country.  
 There are various opinions regarding the effectiveness of international treaties to 
improve human rights. Hathaway (2003) stated that there are two functions of treaties 
which are creating a binding law for actual human rights improvement effects and 
expressing position of the signatories’ countries. On the expressive side, the ratification 
has the role to communicate the commitment to human rights. But on the binding law 
side, with little monitoring or enforcement, it would seem that treaty ratification does not 
really result in real changes (p. 195). Another opinion is that there is constitutive effect of 
human rights treaties, in which broad ratification of human rights treaties has important 
role to build national human rights cultures and transnational human rights culture 
(Goodman & Jinks, 2003, p. 182).  
 In summary, it can be said that human rights treaties provide an ideal starting point 
for understanding state commitment (Hathaway, 2007, p. 589) and need to be taken into 
consideration. It is a challenge when human rights that is supposed to be universal but in 
reality it might not be in line with local custom. Companies voiced out this concern when 
doing business with suppliers based in countries such as China and India. The problem 
in China is related to freedom of association and collective bargaining (Kortelainen, 2008, 
p. 438; Anner, 2012, p. 616), while the concern in India is related to the practice of child 
labor (Kolk & Van Tulder, 2002, p. 261). This is because the ratification of the international 
	 111	
human rights provisions is not the only prerequisite to better the condition as the 
improvement also depends on other factors, which include local rules and customs. 
Neumayer (2005) opined that beneficial effects of human rights treaties ratification are 
related to democracy and the strength of civil society groups through participation in 
NGOs with international linkage (p. 2, 10). Because of this, an analysis by purchasing 
companies regarding the political condition of their suppliers’ countries would not be 
straightforward. But it is still inevitable when purchasing companies truly intend to manage 
their human rights risks and fulfill their responsibility to avoid causing human rights 
adverse impacts in their business operations.       
 
4.4.2. Risks of Corruption 
 It is intuitive that countries which are high on the corruption ranking list usually also 
have low economic development, high poverty level and sometimes endure violent 
conflicts that affect the livelihood of the people. It is increasingly recognized that human 
rights obligations of the states can hardly be satisfied by corrupt governments (United 
Nations High Commissioner for Human Rights, Nov 2013, p. 4). This sentiment is 
perfectly described by former United Nations High Commissioner for Human Rights, Navi 
Pillay, who stated: 
Let us be clear. Corruption kills. The money stolen through corruption every year is enough to 
feed the world’s hungry 80 times over. Nearly 870 million people go to bed hungry every night, 
many of them children; corruption denies them their right to food, and, in some cases, their right 
to life. A human rights-based approach to anti-corruption responds to the people’s resounding call 
for a social, political and economic order that delivers on the promises of “freedom from fear and 
want”. (United Nations High Commissioner for Human Rights, Nov 2013, p. 3). 
 
 Risks of corruption should be included into how companies rate their suppliers in 
terms of their overall prospective human rights performance. To see the direct connection 
how corrupt officials affect the rights to safe working conditions of workers in suppliers’ 
factory, let us look at the collapse of Rana Plaza building on April, 24th 2013 that killed 
1,134 people and severely injured over 2,500 others (Hoskins, 2015). Media reports 
stated that workers saw cracks in the huge structure but authorities did not take 
precautionary steps. In fact, on the day of the collapse workers were forced to work and 
threatened with a month of salary’s cut if they did not work. “The Rana Plaza tragedy was 
an outcome of a corrupt system that is rotten to the core. The building was built without 
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observing proper building codes and laws, and using poor materials—something that 
should have been monitored from the beginning by concerned authorities of the 
Bangladesh government, whose negligence is particularly culpable in this instance. 
Unfortunately, in Bangladesh, any kind of permission for high-rise buildings can be 
obtained through bribes, and the building can be built without procuring suitable building 
materials” (Gomes, 2013). In the face of competition, it can be understood, though should 
never be accepted, the reason why suppliers tend to forgo safety for fulfilling orders. 
 The Rana Plaza case perfectly describes the role of business in furthering 
corruption and the role of corruption in complicating efforts to have business operations 
that respect human rights. High demand from international fashion market for quick and 
cheap product from countries with lack of protection and safety regulations for workers 
like Bangladesh combined with corrupt business practices leave workers in vulnerable 
position. Human rights violations are rampant in this situation. Because of this, corruption 
level is an influential factor to be included to determine the overall prospective human 
rights performance of suppliers. Furthermore, Multinational Corporations (MNCs) have 
begun to consider location of suppliers as important factor in supplier selection process.  
Hudnurkar, Rathod & Jakhar (2015) mentioned a research finding in which supplier 
selection strategy and categorization are also based on low cost countries, emerging 
markets and local markets depending on criticality, cost and availability of the products. 
Nevertheless, those criteria are then weighed against situation based on high risk and 
low risk countries, which in turn is based on the level of corruption and stability of the 
government in that country (p. 634).  
 The challenge to have business practices that respect human rights is much higher 
when suppliers must deal with corrupt officials. International Council on Human Rights 
Policy (2009) pointed that there is a need for policies to deal with corruption in private 
sector as it may lead to human rights abuses committed by transnational companies. 
Though it is the task of states to protect the human rights of their citizens, but private 
companies, through involvement in bribery or extortion that are committed through and at 
their suppliers, have responsibility to the human rights violations caused as a result of 
corruption (p. 2, 19). Related to corrupt government, Siddiqui & Uddin (2016) explored 
state-business nexus, namely government’s various denial strategies, in responses to 
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human rights disasters in Bangladesh and claimed that the state itself is allegedly 
involved in human rights abuses. The nature of the state creates the necessary conditions 
for businesses to disregard human rights in businesses. Their study shows that the 
Bangladeshi state, ruled by family-led political parties, is more inclined to protect 
businesses that cause human rights disasters, rather than to ensure human rights in 
businesses (p. 696).  
 Learning from the case of Rana Plaza, suppliers who operate in a corrupt 
environment would have the opportunity to bypass safety and not being responsible 
regarding the working conditions of their workers. For purchasing companies who try to 
break the tendency of irresponsible procurement behavior, corrupt countries pose a huge 
challenge. Even when companies agree to pay more for their purchases, having suppliers 
in corrupt countries still expose companies to practices that do not respect human rights 
of the workers. Therefore, by understanding the corruption level of the countries where 
the suppliers are located, companies can be better prepared and develop suitable 
strategy. In some occasions, paying more for purchase may not be the right strategy to 
employ in this situation. For the purpose of formulating risks of corruption as performance 
assessment criteria, purchasing companies may use corruption rankings available from 
reputable and highly regarded organization. One good example is the Corruption 
Perception Index composed and constructed by Transparency International 
(Transparency International, 2016). This ranking is updated annually and includes 
analysis on the specific country of interest and the region.  
 To assess the performance of suppliers, one idea is by dividing the countries 
where the suppliers are located into lower performance or higher performance. The 
division of the countries into the grading system depends on the procurement strategy of 
companies, which should include human rights goals apart from financial ones. 
Nevertheless, if the purchasing companies intend to use the Corruption Perceptions Index 
for this function, the division of countries into these two performance grades should not 
be simply done by giving the first half countries on the list higher performance grade and 
the rest as lower performance. Companies can make sense of how the division in the list 
affects their suppliers’ mapping.  
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 Additionally, because the purchasing companies have business relations with 
these suppliers, based on their experience, they can also make a division of the countries 
accordingly and gauge whether the corruption level in these countries is still within its 
‘managing capacity’. What this means is that the purchasing company still deems it is 
capable to direct the behavior of the suppliers located in the countries which are 
categorized as having higher performance and it has observed and strongly required as 
well that its suppliers to have achieved their permits from the local authoritative bodies 
through the legal means. Nevertheless, the decision to grade the countries based on their 
corruption level should be taken cautiously. In general, being more moderate and risk-
averse is more favorable than otherwise.        
 
4.4.3. Social Circumstance and Civil Society 
 The notion of civil society is basically a realm where citizens associate according 
to their own interests and wishes as a domain parallel to the state but separate from it. 
Civil society developed together with democracy and act as a tool to empower citizens. It 
is the public sphere that lies between the state, businesses and society to communicate 
information and points of view. Civil society is the organized expression of these views 
(Carothers, 1999, p. 18-19; Castells, 2008, p. 78). Civil society is varied in their actual 
forms and activities (Scholte, 2002, p. 282-283). However, within the discussion related 
to purchasing companies and their suppliers, one form of civil society, namely Non-
Governmental Organizations (NGOs), can be proven to be significant.  
 Purchasing companies may use the existence of civil society in a country where 
the suppliers are located as an indicator for suppliers’ prospective human rights 
performance. The more advanced the civil society in a country, it is more likely that the 
country is more democratic and has more empowered citizens. This is especially the case 
when the movement of international NGOs is also relatively freely. Because of limited 
resources and expertise, purchasing companies may have limited ability to understand 
local conditions. Selected NGOs should be thought of as partners to purchasing 
companies. They may help purchasing companies to understand the local human rights 
situation and possible human rights challenges when entering a business contract with 
local suppliers.  
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 Therefore, within the topic of this dissertation, analysis of civil society in a country 
where the suppliers are located serves two functions. The first one is to assess whether 
the circumstance is supportive towards human rights practices by the suppliers. One way 
to see this is to look at the state of civil society in the country. As mentioned earlier, the 
more freedom organizations such as NGOs have and the more active they are, the less 
likely that suppliers might conduct human rights violations because of external pressures. 
The second function of civil society analysis is for purchasing companies to identify their 
potential partners in recognizing the human rights challenge in cooperating with suppliers 
in specific countries. Specifically related to Human Rights NGOs, they are defined 
similarly as others NGOs, which is a group that is private, independent, nonprofit, goal-
oriented, and not founded by or controlled by a government. For NGOs to be categorized 
as Human Rights NGOs their primary concern is to promote and protect internationally 
recognized human rights and they also must be guided by international human rights law 
norms (Edwards, 2010, p. 171-172). This group can be locally or nationally based or even 
internationally organized. 
 Conclusively, in the second group of performance criteria Political and Social 
Circumstances, context in individual situation is important in order to assess the 
prospective human rights performance of suppliers. Undoubtedly, there will be a lot of 
occurrences where top-level management and decision makers in the purchasing 
companies need to follow their intuition even after considering thoroughly collected and 
well researched information and analysis. The assessment of prospective human rights 
performance of suppliers is an extremely challenging process, which is made even more 
challenging considering the many factors that need to be deliberated and often need to 
be done under strict time constraint. Therefore, the framework developed in this 
dissertation is thought to be of assistance to purchasing companies to at least give them 
direction and ideas on how to proceed in such situation.         
 
4.5. Suppliers’ Internal Condition 
 This group of performance assessment criteria observes the internal factors within 
the suppliers’ organizations. The main characteristic is that the suppliers have the 
capability to change the factors in this category. Because of strong influence that 
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suppliers have, the criteria in this group are useful to be used to assess the willingness 
of suppliers to respect human rights. The criteria included are divided into three parts, 
which are supplier’s human rights policy, supplier’s human rights record and performance, 
and supplier’s corporate governance and political connections. The performance in this 
group of criteria determines which suppliers are committed to human rights causes. This 
separate analysis would also enable purchasing companies to better evaluate which 
suppliers that seem to have good human rights performance based on external factors 
and which suppliers that make more efforts in fostering human rights policy despite being 
in less favorable locations in terms of conduciveness for good human rights practices.  
 
4.5.1. Supplier’s Human Rights Policy 
 Human rights policy by suppliers in many cases is not straightforward to be known 
or even named deliberately as human rights policy. This policy is essentially all the 
internal rules and policy that are maintained and enforced and related to efforts in 
respecting human rights. Because the specific human rights concerns for every supplier 
might be different, purchasing companies should first recognize the human rights issues 
specific in each case. The specific human rights issues for suppliers might be related to 
labor condition in general, child labor, human trafficking, rights for freedom of association, 
rights protection for indigenous people, etc. Once the prominent human rights issues are 
clear, purchasing companies can then start looking at the fulfillment of these rights 
through suppliers’ internal rules and policy. In some cases, it is possible that even when 
suppliers are located in country in which the external political and social circumstances 
are not conducive to protection of human rights, they still have internal rules and policies 
in place that respect human rights. This set of criteria separates excellent suppliers from 
the lesser ones no matter where they are located.      
 A prominent human rights issue in working place is labor condition. International 
trade and globalization enabled developing countries to benefit economically from 
business in supplying their products for purchasing companies in other countries. Along 
with trade liberalization and economic growth, some downsides include workers’ 
vulnerability such as in the case of increased turnover rate among employees and higher 
variance or differences in their earnings over time and down the supply chain 
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(Bourguignon & Goh, 2004, p. 171, 172, 175; Taylor, 2012, p. 566-567). Labor rights that 
are manifested in the labor law have the idea of social justice at its core and with 
justification to appeal to considerations of a fair distribution of wealth and other goods in 
society. And for this, there is a need for practice of collective bargaining	 imposition of 
basic labor standards such as a minimum wage (Collins, 2011, p. 137).  
 Unfortunately, the implementation of this type of labor law and its practices are not 
always available for all the countries where suppliers are located. Or when the regulations 
exist, the implementation may be tainted heavily by issues such as corruption, 
imbalanced bargaining power between purchasing companies and suppliers, domestic 
violent conflicts, weak law enforcement, extreme poverty, etc. Within discussion of 
modern slavery in supply chain, phenomenon of forced labor can be something generated 
by the normal system (New, 2015, p. 703) when there is asymmetry of power that enable 
exploitative labor practices. This makes the effort to assess performance of suppliers 
merely based on local regulations and customs is unlikely to be sufficient to improve labor 
conditions in their suppliers’ sites. Purchasing companies should have their own 
standards for labor conditions that are higher than the local condition and refer to 
established international working conditions to ensure consistency. 
 Another human rights issue within the supply chain is the indigenous people’s 
rights. In a typical case, indigenous people experienced being forcedly relocated from 
their land and endure working with substandard labor condition, such as reportedly 
happened in coffee plantation in Guatemala. Therefore, the “freedom to organize and 
respect for cultural practices are key components of human rights compliance and are 
critically important in countries such as Guatemala with its history of violent repression, 
structural inequality, and cultural discrimination against indigenous populations and 
community organizers” (Lyon, 2007, p. 242-244).  
 Other industry highlighted is the oil extractives operations, as the locations of these 
oil suppliers are often within the territory of indigenous people. There is contradictory 
problem caused by the status of oil as national resource being monopolized by 
governments and the rights of indigenous people being incorporated within constitutions, 
or through the application of customary law regarding important rights over their oil-
bearing land. In the end, it boils down to claims to oil revenues as the lives of the 
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indigenous people are plagued with disruptions and even destructions to their livelihood 
which resulted in tense and even conflicted relations between the oil supplying companies 
and indigenous community. In some cases, oil companies may be offering “irregular and 
minimal payments for the use of tribal and other lands, using systems of compensation 
that are variable and unsystematic at best, and permitting shallow community 
participation” (Watts, 2005, p. 389-390). Certainly, method for compensation to the 
indigenous people should be further developed to ensure efficiency and appropriateness.  
 Facing this situation, purchasing companies should require their suppliers to 
demonstrate acceptable human rights policy in regards to the rights of indigenous people. 
This case is a complex one as it relates many parties, from government, suppliers, 
international community, NGOs, indigenous people and certainly the purchasing 
companies, as the subject of this dissertation. There are confusions about representation 
matter related to the choice on who should represent indigenous people in the discussion, 
or other issues such as cultural property issue and land claim (Greene, 2004, p. 212-213; 
Anderson, Dana & Dana, 2006, p. 54). There is also a problem of self-determination rights 
which are difficult to be granted with the fear that it may challenge the concepts of nation 
state or even escalate demand for independence (Hanna & Vanclay, 2013, p. 148). 
 Arguably, this subject is complicated because it involves several parties with 
overlapping responsibilities which are the suppliers that must respect human rights and 
governments that must protect human rights. Nevertheless, purchasing companies 
should educate themselves on the issue and research about workable solutions that were 
being developed on the matter. And based on this knowledge, companies should demand 
their suppliers on appropriate human rights policy in regards to the rights of indigenous 
people and assess their prospective human rights performance based on that.            
 Child labor is another human rights issue to be of concern for purchasing 
companies. According to Bachman (2000), there are three dimensions of business’ roles 
in the economy of child labor. They are direct, indirect and external. In the case of child 
labor practice in their suppliers, it is expected that child labor is already a non-issue within 
the organizations of purchasing anymore (direct) and the concerns are about child labor 
practice in suppliers (indirect) and the role of the purchasing companies in shaping 
opinions and policies concerning child labor in the local economy (external) where the 
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suppliers are located (p. 31-32). Companies need to recognize this problem in their 
suppliers and develop their own acknowledged criteria of what constitute child labor and 
how to approach the criteria themselves. Furthermore, “child labour minimisation is not 
just a function of economic advancement. Cultural values and attitudes of not only the 
organisational decision makers, but also, customers, shareholders and community and 
of course, the government, need to change if the incidents of child labour were to be 
eradicated” (Zutshi, Creed & Sohal, 2009, p. 56).   
 To do this, there are many considerations which start with the definition of child 
labor. Then, companies need to develop understanding of which ones are good policies 
for the children and which are not. Simply prohibiting any works by children within big 
range of age group would more likely to cause harm to the children, as actual conditions, 
regulations and customs vary in many countries. And the problem of child labor, and 
surely other labor condition-related ones, may seem more rampant in some industries, 
such as in the apparel manufacturing industry known with its fast-moving fashion retailing 
and its need for quick replenishment (Doyle, Moore & Morgan, 2006, p. 276). Therefore, 
the appropriate policies should follow the specific industry. For the purpose of supplier’s 
performance assessment, purchasing companies can also decide on applying well-
established standards in this case instead of developing sets of criteria and their 
indicators themselves. 
 The aim of this research is to develop a framework that will enable purchasing 
companies and other relevant parties to work together in improving human rights practice 
in their business. Because of this, the specific assessment criteria may be developed 
jointly with NGOs or even suppliers. This is done with the aims to come with workable 
and suitable criteria, while also encouraging suppliers to share their knowledge of what 
might be a good policy that protect children instead of harming them. There is always a 
dilemma related to costs to deal with child labor issues for policies that will eventually 
benefit the children (Kolk & Van Tulder, 2002, p. 267-268). Purchasing companies should 
be open in investing in the measures and not merely requiring suppliers to fulfill certain 
assessment criteria. The three human rights issues mentioned earlier serve as examples. 
There are many more human rights topics that concern purchasing companies, which 
should make them more proactive and search for these issues relevant to their industries.  
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Based on these specific issues, they should then formulate a concrete plan and suitable, 
identifiable and detailed criteria to assess suppliers’ prospective human rights 
performance accordingly.  
 In addition, Tajbakhsh & Hassini (2015) made excellent point when formulating 
social indicators to measure performance of sustainable supply chains related to 
suppliers. There are many of the indicators mentioned in the study that may also be used 
for HRDD purposes. These indicators are “safety training requirement for suppliers, 
screening supplier for ethical policy (or human rights policy), percentage of workers 
reporting complete job satisfaction; establishing new employment opportunities; 
workforce stability and job security; employment rate; number of workers on long-term 
contracts; payment ratio; costs of health protection of employee; lost workday injury and 
illness case rate; number of recordable illnesses; number of recordable injuries; 
percentage of accident-free workstations; percentage of days with poor air quality; 
percentage of workers with work-related disease; stress level of employees; number of 
regulatory violations; percentage of past social commitments fully met; ratio of basic 
salary of men to women by employee category; donor amount received per year; 
existence of well-being programs to encourage employees to adopt healthy lifestyles” (p. 
767-768). Those are potential indicators to be used to find out more about actual 
implementation of suppliers’ own human rights policy, which in this case seems to focus 
on working condition. 
 Following understanding the human rights issues faced by suppliers, it is time for 
purchasing companies to learn about their suppliers’ actual human rights policy. To know 
thoroughly the human rights policy of suppliers and how they fare, one way to find out is 
through audit. Purchasing companies may demand audit based on certification such as 
Social Accountability 8000, which was previously mentioned, or based on their own 
developed code of conduct. Audit can be used as a tool to safeguard human rights policy 
of purchasing companies (Pedersen & Andersen, 2006, p. 231-232).  
 Social audits, which presumably include audits with human rights criteria, follow 
similar guidance and principles as usual audits (Awaysheh & Klassen, 2009, p. 1249). It 
is a process that is systematic, independent and documented with the purpose of 
evaluating whether audit criteria are fulfilled and the extent of the achievement. Labor 
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condition auditing enables purchasing companies to get good insight into the compliance, 
potential risks and improvement areas at any type of supplier’s site. This type of practice 
can be a catalyst for good practice as effect of globalization in low regulation countries. 
However, it needs strong management commitment from the suppliers as in the case of 
social issues that include human rights; the worker empowerment plays a significant role, 
as well as awareness of rights which maybe not supported by the local labor law. The 
method is usually site visit with agenda that include an opening meeting, site tour, 
interviews of management and workers, documentation and system reviews, and a 
closing meeting. The audit itself should be conducted by impartial third-party. The audited 
suppliers receive full report regarding the audit and the findings (Kortelainen, 2008, p. 
433-435; Interviews with Companies).  
 Certainly, audit is not the perfect tool to find out about human rights policy of 
suppliers. Audit initiated voluntarily by purchasing companies usually follow codes chosen 
by the companies or even developed by them independently. Locke, Kochan, Romis & 
Qin (2007) mentioned that the debates regarding audit are the possibility that code and 
efforts to secure compliance may not be thorough or good enough for their purposes. 
Another debate is about whether those who conduct the audit can be trusted to make 
accurate and honest assessment. Last debate is about the uneven quality of audits being 
performed caused by diversity and growing number of codes and requirements being 
used (p. 22-23). Nevertheless, in general audit still seems to have its own value for 
purchasing companies who wish to assess the prospective human rights performance of 
their suppliers.  
 Bearing in mind all these debates and pros and cons related to audit which can be 
understood as an activity within purchasing social responsibility, it would also enable 
suppliers to learn about their own organizations weaknesses and capability and from 
there improving their situation. Overtime through organizational learning, suppliers may 
be able to improve their performance (Carter, 2005, p. 182-183, 186-187). It should be 
noted that as third-party on-site audits are conducted with variety of goals in mind, it might 
be possible to conduct audits with human rights goals and incorporate them with other 
audit objectives, as long as the criteria and indicators are defined and specified 
sufficiently. For example, when purchasing companies realize that labor condition, human 
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trafficking or child labor are the issues plaguing the country where the suppliers are 
located, they might want to include relevant indicators in their audits to learn about their 
suppliers’ internal rules and policy on these human rights issues. The indicators used in 
identifying the risks can be adjusted related to the industry practice and other specific 
factors. Hence, the prospective performance of the supplier in this criteria category can 
be evaluated in accordance to company’s strategy.  
   
4.5.2. Supplier’s Human Rights Record and Reputation 
 Past testimony and documentation are a way to determine whether a supplier 
might have a potential to violate human rights in the future. For this reason, the issue of 
reputation should be included when purchasing companies decide to assess the 
prospective human rights performance of suppliers. Gotsi & Wilson (2002) defined 
reputation as overall evaluation of stakeholder on a supplier over time. The evaluation is 
based on the stakeholder's direct experiences with the supplier, any other form of 
communication and symbolism that provides information about the supplier’s actions 
and/or a comparison with the actions of other leading competing potential suppliers (p. 
29). Specifically related to human rights reputation, purchasing companies as a 
stakeholder of the suppliers may refer to information of whether the suppliers might have 
been proven to be involved in human rights violation cases or even being alleged to be 
involved. Hillebrand & Money (2007) mentioned that conceptualization of CSR or good 
human rights conducts by purchasing companies towards suppliers is through business 
behavior directed towards the other stakeholder groups (p. 274), such as for example 
employees, indigenous people, women workers, etc. 
 De Castor, Saez & Lopez (2004) stated that supplier’s reputation contributes to 
development of image and “social legitimization” of supplier. As a result, it is critical to 
identify, manage, and control the actions linked to supplier’s reputation. With this 
understanding in mind, purchasing companies must review supplier relational process, 
outcomes of the relation with suppliers, and individual risk of each supplier at any certain 
moment, which presumably include human rights risks. Reputation is seen as relational 
capital, hence the growing interest in corporate responsibility. As customers, purchasing 
companies should consider supplier’s reputation as it transfers different kinds of 
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information, reducing efforts from purchasing companies to gather information, making 
easier the willing to contract, and acting as some kind of guarantee for the products or 
services subject of the transaction (p. 576, 579-581). Reputation is also associated to 
ethical and regulatory practices surrounding the environment or social responsibility. 
Companies representatives stated the extended reputation of partners in supply chain 
can in turn affect their reputation too, hence its importance (Petersen & Lemke, 2015, p. 
501). In regards to reputational dimensions, Worcester (2009) listed them as corporate 
image, product/service class image, image of country of origin, brand users image, 
corporate culture/personality, brand image and experience (as cited in Lemke & Petersen, 
2013, p. 416). 
 Nevertheless, in applying it in the Suppliers Relationship Management framework 
for Supply Chain Due Diligence, merely good supplier’s reputation should not reduce 
efforts to research on the suppliers’ past decisions and actions related to human rights as 
Caruana (1997) rightly stated that reputation can be resulted from assessing incomplete 
information about supplier over time (p. 114). However, analyzing reputation is obviously 
useful in the assessment of the suppliers to know about their record in this issue and 
develop human rights investigation from there. 
 Perceptions of purchasing company about supplier’s CSR activities constitute an 
antecedent of industrial brand equity and positively enhance the supplier’s corporate 
reputation which in turn improves the industrial brand equity of suppliers. Reputation and 
industrial brand equity have direct effects on brand performance and partial mediating 
effect. Because of this, to improve financial performance of suppliers, they should 
enhance their reputation and prevent it from erosion as reputation takes a long time to 
build but can be easily destroyed (Lai, Chiu, Yang & Pai, 2010, p. 457-458, 465-466). 
There are much more ethical pressures exposed to purchasing departments than other 
employees in other functional roles. Buyers have the responsibility to manage very large 
budgets and are often evaluated based on the cost cutting deals they can negotiate with 
the salespersons from supplier organizations. Sellers usually operate with little 
supervision and evaluated based on short-term objectives. This is especially a challenge 
for achieving CSR and human rights goals. Therefore, suppliers and buyers should build 
partnership (Bendixen & Abratt, 2007, p. 70, 72).  
	 124	
 Reputation is also closely linked to trustworthiness and even can be regarded as 
collective measure of trustworthiness within the community (Josang, Ismail & Boyd, 2007, 
p. 620-621) which in this sense is the specific industry community where the suppliers 
and purchasing companies are part of. Wagner, Coley & Lindemann (2011) found that for 
the future of the relationship, demonstrating or signaling trust during the project 
collaboration is more important than perceptions of reputation at the start of the project. 
This is even so since perception of reputation even at the beginning of project linked more 
to trust (p. 42). Ethical behavior from the supplier’s salesperson when conducting the 
dealing and during negotiation are important for purchasing companies as this would 
show how CSR and human rights issues are managed in the supplier organizations and 
how this interaction can also be utilized to assess their prospective human rights 
performance. 
 
4.5.3. Supplier’s Corporate Governance and Political Connections 
 There are determinants within supplier’s organization that can influence the 
supplier’s corporate governance and its behavior in terms of its actions related to human 
rights issues. The determinants include corporate governance and level of connections 
to political actors. The explanation begins with corporate governance concept that 
concerns the system by which companies are directed and controlled (Cadbury, 1999, p. 
12). Jamali, Safieddine & Rabbath (2008) stated that within good corporate governance, 
ethics, fairness, transparency, and accountability are to be advanced by companies in all 
their dealings, including by suppliers as the subject of interest in this dissertation. 
Suppliers are expected to continue generating profits while maintaining the highest 
standards of governance within their organizations. They need to also attune their 
activities to society’s ethical, legal, and communal aspirations (p. 444), including human 
rights issues within the supply chain. Corporate governance can also be understood as 
pillar of corporate social responsibility (p. 447), which in this case related to good human 
rights conducts.   
 The relationship can also be explained in a way that CSR engagement, including 
those with human rights goals, enhances the value and performance of supplier as a 
business entity when CSR activities are used to resolve conflicts with various 
	 125	
stakeholders (Harjoto & Jo, 2011, p. 60). There are other motives as well, such as seeing 
it as a competitive advantage, conforming to emerging industry norms and moral motives 
of acting in the beneficiaries’ best interests (Aguilera, Williams, Conley & Rupp, 2006, p. 
154). Good governance also has the function of preventing managers making bad 
decisions related to CSR and in this research, related to human rights activities (Arora & 
Dharwadkar, 2011, p. 148-149).  This shows that the conceptual values that are put 
forward by good corporate governance practice and the notion of supplier’s responsibility 
as a company are complimentary to each other.   
 The issues within corporate governance include ownership structure, composition 
of board of directors, board of director committees, codes of conduct, codes of 
governance, executive compensation schemes, required disclosure and motives for good 
corporate governance practice (Jamali et al., 2008, p. 451). The actual details that 
purchasing companies should consider to find in their good performing suppliers depends 
on how they construct their understanding on what consider to be desirable traits and 
considering the differing capacity of suppliers and their locations. It is especially the case 
as local social and political environments might be different. Generally, the composition 
of board of directors can be assessed considering the number of non-executive directors 
and women directors (Khan, 2010, p. 89). Good corporate practice includes regular 
internal control mechanism, regular use of audit committee, separation between CEO and 
board chairmanship positions (Jamali et al., 2008, p. 451), ownership concentration and 
board structure, institutional ownership and monitoring by authoritative bodies (Harjono 
& Jo, 2011, p. 46).  
 The other concern is related to local political connections of suppliers. Li & Zhang 
(2010) explained their case study on China with the evidence that political interference 
and ownership structure have effects on the level of Corporate Social Responsibility (p. 
641), which presumably also include human rights goals. The research of Fisman & Wang 
(2015) aimed to investigate political ties in China or rent-seeking behavior that allows 
companies to circumvent bureaucratic constraints or evade regulations that are socially 
beneficial but may result in lower profits for the companies. This is done by linking 
workplace fatalities in China and political ties of companies (p. 1346), or suppliers as the 
subject of this research. A supplier is said to be politically connected if their CEO or other 
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C-level executive used to have high-level government posts. The result is that there is a 
robust positive correlation between worker fatalities in publicly traded Chinese companies 
(or suppliers) and their executives’ political ties. It seems that political relationships are 
used by well-connected suppliers to get around safety oversight and regulation. This 
finding added into understanding regarding impact of political connections on social 
welfare (Fisman & Wang, 2015, p. 1376-1377).  
 Ties to local authorities expose suppliers to preferential treatment that might cause 
human rights abuse in connection with suppliers’ business activities. Suppliers with 
political connections may violate rights of local community without actually violating the 
law (Lambooy, 2010, p. 28, 31-32). Nevertheless, through asserting “sphere of influence”, 
purchasing companies could also influence how the suppliers conduct their activities and 
be committed to good human rights practice. Therefore, the knowledge regarding ties 
with local authorities would help purchasing companies to assess prospective human 
rights performance of suppliers. It is a valuable knowledge especially when combined 
with analysis of political and social circumstances of the country where the supplier is 
located.          
 
4.6. General Remarks on Groups of Performance Criteria and Framework for 
Suppliers’ Classification 
 In creating the framework to classify and assess suppliers’ performance, 
companies may construct each group of performance assessment criteria with risk factors 
that they see most relevant to their line of business. Information on some assessment 
criteria might be difficult to get. Hence in the beginning, it is possible to omit these risks. 
Nevertheless, it should be kept in mind that eliminating some assessment criteria may 
result in a classification of suppliers that is not maximally mirroring the actual potential 
risks a supplier exposes its purchasing company. Therefore, it is best to include all the 
assessment criteria within each of the groups of performance assessment criteria in 
ensuring that the classification and assessment can be useful. 
 Another consideration is the grouping method. The assessment criteria are 
grouped based on similarities in characteristics. This method considers function of each 
of the groups of performance assessment criteria and how they interact within the 
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classification and assessment model. It is no doubt that there are always different 
perspectives in looking into these criteria and decides that some assessment criteria from 
different groups of performance assessment criteria are more similar than others and 
should be grouped together. Nevertheless, the division method as explained in this 
chapter has specific interaction scenarios in mind. For this reason, it is preferable to 
maintain the grouping method as it is.       
 In sum, chapter 4 describes the criteria needed and their potential indicators to 
build the groups of performance assessment criteria. It also explains the logic behind the 
arrangement without overlooking the limitations of this grouping method and grouping 
structure. In general, these groups provide the basis for classification model that will be 
described in chapter 5. The interaction of assessment criteria within the three groups of 
performance assessment criteria classifies suppliers into eight categories. These eight 
categories and how they are interpreted to understand risks posed by supplier to its 



























Results Interpretation of Suppliers’ Classification Following 
Evaluation of Suppliers’ Prospective Human Rights Performance  
And Human Rights Violation Risk 
  
 Within the comprehensive Supplier Relationship Management framework for 
Supply Chain Due Diligence that is being developed in this dissertation, assessing 
suppliers’ prospective human rights performance is an important process that needs to 
be employed on at least two stages of the framework, which are potential suppliers’ 
observation and classification of suppliers and their performance assessment. The 
assessment criteria and potential indicators are put together into three main groups as 
explained in Chapter 4. This chapter intends to describe how to use the assessment 
framework and how to interpret the results.     
 
5.1. 
5.1.1. Understanding and Using the Assessment Framework  
 The three groups of performance assessment criteria explained in Chapter 4 form 
the basis in evaluating and categorizing the potential and current suppliers. The 
categorization is based on their performance in the three groups of performance 
assessment criteria. The categorization itself is intended to help companies in mapping 
the capacity of their suppliers in response to the expectation in eliminating links to human 
rights violations. Each purchasing company has its own purchasing policy on how to 
manage suppliers that do not perform as expected in many different criteria, including the 
human rights criteria. The policy is influenced by many things that include purchasing 
companies’ ability and capacity to invest in assisting suppliers to improve their human 
rights policy, also suppliers’ potential and circumstances in improving their human rights 
performance. This framework assists in comprehending suppliers’ potential and 
circumstances in dealing with human rights issues. 
 In a nutshell, the framework consists of three pre-determined groups of 
performance assessment criteria. Each of the groups of performance assessment criteria 
has several pre-determined performance assessment criteria or in short assessment 
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criteria. Each performance assessment criterion consists of one or more indicators. The 
composition of the indicators is determined to the discretion of the purchasing companies 
that use the framework to evaluate their suppliers. For each of the three groups of 
performance assessment criteria, every supplier receives performance grade, which are 
either lower performance or higher performance. The combination of performance grade 
from all three groups, which are also three in total, determines the category where the 
supplier belongs to. The explanation below is intended to understand how to apply the 
framework.       
 The framework is used to assess the performance of suppliers evaluated against 
the three groups of performance assessment criteria: Sourcing and Regulation, Political 
and Social Circumstances and Suppliers’ Internal Condition. Each supplier is assessed 
based on its grade in each of the three groups of performance assessment criteria. There 
are two final grades for each of the performance criteria, which are lower performance 
and higher performance. Therefore, the grade of a supplier in each of the performance 
assessment criteria is either lower performance or higher performance. This is done to 
enable the final categorization. It is arguable that simplistic grading may not result in full 
understanding about the risks of a supplier. Nevertheless, when the scaling complexity, 
weighing system and cutoff points are defined more precisely, it is quite possible to come 
up with a categorization that is more reflective of actual risk posed by potential or current 
supplier relative to the other suppliers within the same pool. It should be noted that 
measuring qualitative factors, such as compliance to compulsory regulation or political 
condition in supplier’s country, goes through quite a different process. The former, 
because of its more definitive quality, it is more straightforward to be assessed than the 
latter.  
 The assessment criteria are developed with utilizing transactional and relational 
mechanisms. Liu, Luo & Liu (2009) described transactional mechanism as contracts and 
transaction specific investments, while relational mechanism described as inter-
organizational trust and relational norms. Transactional mechanism is statistically more 
influential in alleviating opportunism, while relational mechanism is more profound in 
advancing relationship performance. Furthermore, when transactional mechanism and 
relational mechanism are being utilized collectively, the benefits of mitigating opportunism 
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and advancing relationship are greater (p. 305). The combination of both mechanisms is 
what will be achieved through evaluating the performance of suppliers with the purpose 
to govern buyer-supplier relationship effectively. A supplier’s performance is eventually 
assessed as shown in three examples listed in figure 19 below.  
 Sourcing and 
Regulation 






Supplier A Lower Performance Higher Performance Lower Performance L,H,L 
Supplier B Higher Performance Higher Performance Lower Performance H,H,L 
Supplier C Higher Performance Higher Performance Higher Performance H,H,H 
Figure 19: Assessment on Supplier’s prospective Performance in Eliminating Risks of Human Rights 
Violations  
(Source own illustration) 
 
 Figure 19 describes an example of suppliers’ performance assessment in terms of 
their potential in exposing purchasing companies with human rights violation risks. In this 
example, there are three suppliers, which are Supplier A, Supplier B and Supplier C. Each 
of the suppliers is evaluated based on three groups of performance assessment criteria 
and in the end received a total grade. Their overall performance describes the level of 
human rights violations potential risks that they might expose the purchasing companies. 
Based on the overall performance, companies can develop a plan on how to manage and 
govern their suppliers for them to have lower possibility exposing the purchasing 
companies to involvement in human rights violations.  
 
5.1.2. Determining Indicators’ Scaling Complexity, Weighing System and Cutoff 
Points 
 As mentioned earlier, there are only two performance grades for each of the three 
groups of criteria, which are lower performance and higher performance. The assessment 
criteria listed in each of the three groups of performance assessment criteria should be 
put into a scale. The scaling system can be simple or rather complicated with the aim to 
figure out if a supplier scores within the lower performance range or the higher 
performance range. For instance, a simple scaling is possible to be applied on more direct 
indicator, such as those for assessment criteria related to compulsory regulation, which 
is part of the Sourcing and Regulation performance assessment criteria group. The 
assessment criteria guideline in determining the performance of a supplier within the 
assessment criteria is simply whether a supplier compliant to the regulation, which earns 
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it a higher performance grade, or non-compliant, which earns it a lower performance 
grade.  
 For more complex criteria, weighted approach has become more acceptable for 
measuring performance in social elements, as they are mostly difficult to be quantified. 
The assessment framework developed in this study takes the idea of weighted model. In 
weighted-point model, purchasing companies normally introduce small variations while 
using this model. The key for successful application of this model includes adequate 
estimation of weights in performance variables While using this method, the input for 
estimating the weights should come from the members of cross functional teams (Teng 
& Jaramillo, 2005, p. 505). One similar example is when Varsei, Soosay, Fahimnia & 
Sarkis (2014) introduced such method in which weighted approach is adopted to score 
the supply chain performance in four primary social dimensions (introduced by GRI) 
including labour practices and decent work conditions, human rights, society and product 
responsibility. Each supply chain member receives a score based on its performance 
against the available codes of conduct in the four primary social areas (p. 248). 
Group of Performance Assessment Criteria: Sourcing and Regulation 
Performance Assessment Criteria: General Standards and Regulation 
 1 Indicator (weight in %)  
 Dodd-Frank Act (100%) Performance Level 
Supplier A Compliant Higher Performance 
Supplier B Non-Compliant Lower Performance 
Figure 20: Example of a simple scaling system to determine supplier’s performance 
(Source own illustration) 
 
 The scaling system in figure 20 is appropriate for a company that is subjected to 
reporting requirement or has customers who are subjected to reporting requirement, such 
as Dodd-Frank Act regulation in which the designated minerals are necessary to the 
functionality or production of product manufactured or contracted to be manufactured by 
that company. Therefore, in the compulsory regulation risk, this company may want to put 
Dodd-Frank Act reporting-compliant as an indicator to classify its suppliers’ performance 
in this regard. Although arguably, there are concerns related to the effectiveness of the 
Act and its deficiencies in eliminating human rights violations caused by conflict minerals 
trade (Taylor, 2012, p. 113-114). Nevertheless, in the case that the rules affect the 
purchasing companies, it should be considered as strong criteria in determining the 
scaling system. 
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 A more complex scaling, weighing system and cutoff point can be applicable for 
risk related to transparency and reputation that is part of group of performance 
assessment criteria: Suppliers’ Internal Condition. The criteria guideline may include 
several things. As an example, let’s assume that a purchasing company decides that for 
the transparency and reputation criteria it would use three indicators such as availability 
of sustainability report, availability of anonymous whistle blowing mechanism and non-
availability of prior allegation on grave human rights cases. Each of the indicators is 
weighed differently in such that 25% for availability of sustainability reporting, 25% for 
availability of anonymous whistle blowing mechanism and 50% for non-availability of prior 
allegation on grave human rights cases. The higher performance level cut-off point in this 
case is decided to be more than 50%. In this example, the performance of a supplier in 
the particular criteria with its sets of indicators will not be so straightforwardly determined, 
such as shown in figure 21. 
Group of Performance Assessment Criteria: Suppliers’ Internal Condition 
Performance Assessment Criteria: Transparency and Reputation 











Supplier A Available (25%) Available (25%) Available (0%) Lower Performance 
(total grade of 50%) 
Supplier B Not available (0%) Available (25%) Not available 
(50%) 
Higher Performance 
(total grade of 75%) 
Figure 21: Example of a more complex scaling system, weighing system and cutoff point to determine 
supplier’s performance 
(Source own illustration) 
 
 In figure 21, there are three examples of indicators within assessment criteria of 
transparency and reputation to which suppliers are to be evaluated on. In actual 
implementation companies that use the framework can decide on the composition of the 
assessment criteria and their corresponding indicators. This is also the same case for the 
scaling system, weight of the indicators and the higher performance level cutoff point. 
Companies can design the weighing system to show which indicators are deemed more 
important than the others. Similar idea is also used when determining the higher 
performance level cut-off point. In this example, the indicator of prior allegations on grave 
human rights violations has the highest weight. This shows that the indicator is the most 
important. Furthermore, the cut-off point for higher performance is more than 50%, which 
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is higher than all the combined maximum points from the other indicators apart from the 
indicator of prior allegations on human rights violations. Again, it indicates that in the 
grading process above, a supplier that has excellent sustainability reporting and 
anonymous whistle blowing mechanism is still considered to have lower performance if it 
has prior allegations of involvement in grave human rights violations.  
 The difference in importance and weight given on assessment criteria within a 
group of performance assessment criteria is because there are some performance criteria 
which are more important for some companies and those which are less important. The 
difference is not only between indicators within the same criterion, but also between 
criteria within the same group of performance assessment criteria. The decision is fully 
on the hands of the purchasing companies. One instance of difference in weighing system 
within the same group of performance assessment criteria is when companies decide that 
a supplier is deemed to have higher performance grade if it has shown care in providing 
good working conditions for its employees and has low work place accident rate. Hence, 
it is not damaging if the supplier’s organizational structure does not include commonly 
known good governance practice, such as a thoroughly independent internal audit 
department10.  
 With similar consideration, a purchasing company may also decide that within 
group of performance assessment criteria: Supplier’s Internal Condition, Supplier’s 
Human Rights Record and Performance criteria is deemed to be more important than 
Supplier’s Organizational Structure criteria. Thus, the former criterion has more weight 
than the latter in calculation within the same group of performance assessment criteria.  
 Furthermore, relating it to common SRM practice in evaluating new suppliers for 
selection, for non-CSR criteria that can be quantitative and qualitative, calculating the 
weights of the criteria has already been done. Ghodyspour & O’Brien (1998) described 
																																																						
10 This statement functions as an example when purchasing companies, because of various reasons, must 
decide between two options of ‘good working conditions’ and specific good governance practice, such as 
including independent internal auditor department in their organizational structure. It is a typical situation 
that when selecting suppliers, purchasing companies face multiple criteria of qualitative and quantitative, 
or factors that may complicate the decision-making process such as incomplete information or imprecise 
preferences (De Boer, Van Der Wegen & Telgen, 1998, p. 109). Nevertheless, it should be noted that this 
research is of the opinion that good corporate governance practices are part of good prospective human 
rights performance, such as the commonly understood perspectives that corporate governance is a pillar 
of Corporate Social Responsibility or that Corporate Social Responsibility is a dimension of corporate 
governance (Jamali, Safieddine & Rabbath, 2008, p. 447).       
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the process of supplier selection using integrated analytic hierarchy and linear 
programming which starts with defining criteria, calculating the weights of criteria, rating 
suppliers, computing all scores, building the linear model and finally maximizing the TVP 
(total value of purchase) (p. 201). Assignment of weights to the criteria is primary task in 
suppliers-rating technique with the purpose to aggregate the components’ score (Dulmin 
& Mininno, 2003, p. 180). Similar process of weights calculation is used here for human 
rights criteria. 
 These concerns in creating the decision model are described structurally. De Boer, 
Van Der Wegen & Telgen (1998) concluded generally the following properties for 
consideration when evaluating and reviewing decision models for supplier selection: 
- Number of criteria and their nature 
In deciding on suppliers, there are various criteria that need to be considered, which 
include qualitative and quantitative criteria and which can be conflicting.   
- Interrelatedness of decisions 
The decision on a supplier is interrelated to next stages of decision. A typical situation 
starts with the first decision to list a set of acceptable suppliers. The next stage, this set 
of suppliers is reduced to finally select the eventual supplier. This decision leads to 
deciding how many suppliers should be selected, how the purchase order quantity should 
be allocated to the best capacity of the potential suppliers. The first decision can also be 
tangled with decisions need to be made in other functional areas, such as production 
planning, capacity planning and financial planning.   
- Type of decision rule used 
There are mainly two decision rules that can be used. Compensatory decision rule aims 
to produce an optimal solution. On the other hand, non-compensatory rule in which a bad 
score of an alternative on a particular criterion can be compensated by high scores on 
other criteria. There are occasions as well when the compensatory and non-
compensatory decision rules are combined. 
- Number of decision makers 
Purchasing decisions are taken and influenced by several actors. The different views from 
these decision-making actors add to the complexity of decision situation. 
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- Various types of uncertainties  
Decision making on suppliers is hampered by uncertainty that manifest in many ways. 
First is imprecision, which is the difficulty to determine the score of an alternative to a 
criterion or the importance of some criteria with a high degree of precision, irrespective to 
random fluctuations that can be caused by the inability of a decision maker to express his 
preferences in a completely consistent way or the absence of relevant information. 
Second is stochastic uncertainty that represents the classic stochastic type of uncertainty 
on which probability theory is founded. Third is indetermination, it is when the actual 
definition of a criterion is the result of a rather arbitrary choice (p. 110-111). An example 
related to this framework is when in practice several attributes could be measured to 
assess the Supplier’s Human Rights Record and Performance, but the interpretation of 
the term Human Rights Record and Performance just as many other criteria is rather not 
univocal.  
 The interpretation of human rights risks exposed to them in their line of business 
and industry and overall procurement strategy affect how purchasing companies 
determine the weighing system, scaling complexity and cutoff points. Two companies that 
use this framework in classifying their suppliers may have different weighing of the criteria 
within the three groups of performance assessment criteria and result in having the same 
suppliers in different category following evaluation of their potential human rights 
performance. Tolerance level of companies towards certain human rights factors that are 
caused by their industry factor and their general procurement policy determined how the 
grading system is constructed. This tolerance level should not be too low to avoid the 
suppliers’ evaluation becoming ineffective. At the same time, it is understandable that 
different circumstances faced by purchasing companies may influence the tolerance level 
of their policy. A well-thought and balanced policy is needed to render the evaluation 
framework successful, considering the importance of this phase which decides how 
purchasing companies select their suppliers.  
 Demirtas & Üstün (2008) mentioned a linear weighting as a simple method that 
can accommodate intangible criteria, as such human rights criteria. Nevertheless, the 
quality of the assessment depends heavily on human judgements and the weights of the 
criteria (p. 77). The task to select suppliers can become even more challenging as it 
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seems less likely that a single supplier can satisfy all current criteria combined further 
with human rights criteria. Hence, single sourcing vs. multiple sourcing with single and 
multiple objectives consideration is a decision that companies may have to make 
(Ghodyspour & O’Brien, 1998, p. 200) that often favors the latter. As stated by De Boer, 
Labro & Morlacchi (2001), the quality of the chosen suppliers largely depends on the 
quality of the steps prior to that, which includes problem definition, criteria formulation and 
qualification (p. 86). Considering this, the formulation of criteria and their possible 
indicators, in terms of their weights, cut-off points or scaling complexity need to be done 
with maximising the quality of chosen suppliers related to their prospective human rights 
performance.   
 To illustrate the difference in circumstances that influences the human rights risks 
exposed to purchasing companies, let’s consider the effect of globalization and 
competition in how purchasing companies conduct their procurement activities. There are 
many suppliers who are based in developing countries with comparably less than ideal 
political conditions. It is because productions in these countries are cheaper than in 
developed countries and this fact provides opportunity for companies to reduce costs. 
This understanding is then reflected in determining the cut-off point for higher 
performance. The developing countries where the productions take place are not equal 
in terms of their political condition, corruption level, legal system and law enforcement in 
comparison to the more developed countries. The variety in political condition, among 
other things, in these countries results in a wide range of holistic condition which is 
influential to human rights performance of suppliers. Some countries are in unfavorable 
political shape and face internal conflicts. Consequently, the suppliers in these countries 
should be graded as lower performance. In other cases, there are countries which are 
considered in between lower performance grade and higher performance grade, in which 
corruption is rampant but somehow offer workable legal system and stable political 
condition. It is still a challenge to do business in these countries, but unless there is a 
major political disruption or political conflicts, business can still run as usual.  
 In using this framework, it depends on the purchasing companies, how they 
determine the cutoff point for a higher performance grade for these specific criteria. The 
decision to have a stricter cutoff point may result in limited pool of potential or current 
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suppliers with acceptable prospective human rights performance. A more lenient one may 
compromise the effectiveness of the framework in identifying potential human rights 
problems to the purchasing companies exposed to them via their suppliers. How the 
weighing system, scaling system and cutoff point are determined have prominent effects 
on the usefulness of the framework.  
 Apart from circumstantial factors, the variance in evaluation results when using the 
framework can also be caused by the maturity of supply management policy of 
purchasing companies. For instance, it is possible that when the categorization is done 
in the early days and intended to have a brief mapping of the possible human rights risks 
posed by suppliers, the cutoff points, grading and weighing system can be kept simple. 
But when companies aim to have more detailed mapping of their suppliers’ human rights 
violations risks, a more complex system can be created and more variety of coordination 
in the commodity chains between purchasing companies and their suppliers can occur as 
a result. This range of possibilities in applying the framework is similar to what being 
described by Muradian & Pelupessy (2005), that there is variety of forms of inter-segment 
coordination in commodity chains, which can be simplified into the following categories: 
- Market transactions  
The coordination is usually arm’s length with low or missing coordination and low 
information exchange. 
- Weak coordination 
The coordination is complex though with not so specific information exchange. There is 
low monitoring cost for purchasing companies and low cost of switching to other 
commercial partners for both sides. 
- Strong coordination 
There is mutual dependence with considerably complex and specific exchange of 
information, high monitoring and switching costs. 
- Vertical integration 
The coordination involves complex and very specific information that in times can also be 
confidential. Standards, processes, and logistics are controlled through ownership (p. 
2031). 
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 Applying the theory mentioned earlier, the variation in the implementation of the 
framework may facilitate the coordination and interaction type that is being aspired by the 
purchasing companies in the commodity chains. Determining the criteria and their 
indicators, the scaling system, weighing system and cutoff point may go through these 
coordination categories. It is even possible for different groups of performance criteria to 
also have different weights, such as when purchasing companies focus on fulfilling 
standards and give the most weight to Sourcing and Regulation group of performance 
criteria. Depending on the commodity chains, the issues faced result in various decisions 
that affect the tolerance level, closeness and complexity of the coordination.  
 The variation can also be a result of progress in the relationship between 
purchasing companies and their suppliers. The variance in constructing the evaluation 
using the framework is possible as long as the same assessment process and values are 
applicable to all suppliers being evaluated at the same time during the implementation. 
This is necessary to create the same level of playing field for all suppliers and to ensure 
the effectiveness of the evaluation. 
 The assessment criteria described in chapter 4 are not all-inclusive and new 
assessment criteria deemed to be relevant can be added too as the evaluation being 
done over time. Nevertheless, the three groups of performance assessment criteria 
should always be used. These three groups of performance assessment criteria consider 
influential external factors and actors that can increase or decrease human rights 
violations risks posed by suppliers to the purchasing companies. For this reason, the 
three dimensions are deemed to be useful in evaluating suppliers’ human rights violation 
risks. Therefore, the three groups of risk criteria should be kept and used as they are, 
even though the assessment criteria within them can be changed, added or removed to 
adjust to purchasing companies’ human rights strategy.  
 The analysis of suppliers’ performance in this research may seem to be done on 
the level of dyadic relationship, or one-to-one customer supplier relationship. However, 
considering the intended impact, the analysis of criteria can also move beyond what 
seems to be dyadic relationship to supply chain level or even industrial network level 
(Miemczyk, Johnsen & Macquet, 2012, p. 479-480). This is because the goal is for 
improvement on human rights conditions. And the efforts involve multiple stakeholder 
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though the focus is still on purchasing companies as the main doer or player in the grand 
scheme of the network and that the actual activity of SRM is on dyadic relationship level. 
Hence, this is why the structure of three groups of performance assessment criteria is 
important to be maintained though the criteria inside them can evolve.  
 
5.1.3. Interaction Model of the Framework in Determining Overall Performance 
and Classification of Suppliers 
 There are three groups of performance assessment criteria. The grading is done 
for every assessment criteria within each the group of performance assessment criteria. 
Suppliers are measured against each of the indicators. In final result, the total grades of 
the suppliers are aggregated and averaged. This overall performance of a supplier 
determines the category where it is placed on the table. There are eight categories in 
which a supplier can be put in to as shown in figure 22. 
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Category 1 Lower Performance Lower Performance Lower Performance L,L,L 
Category 2 Lower Performance Higher Performance Lower Performance L,H,L 
Category 3 Lower Performance Lower Performance Higher Performance L,L,H 
Category 4 Lower Performance Higher Performance Higher Performance L,H,H 
Category 5 Higher Performance Lower Performance Lower Performance H,L,L 
Category 6 Higher Performance Higher Performance Lower Performance H,H,L 
Category 7 Higher Performance Lower Performance Higher Performance H,L,H 
Category 8 Higher Performance Higher Performance Higher Performance H,H,H 
 Figure 22: Human Rights Prospective Performance Table 
(Source own illustration) 
 
 The eight categories on the table are arranged based on how well the performance 
of suppliers is. Category 1 is for suppliers with the worst human rights performance who 
carry the highest risks to be involved in human rights violations. On the other spectrum, 
category 8 is for suppliers with the best prospective human rights performance who carry 
the lowest risks to be involved in human rights violations. Therefore, in general suppliers 
in category 2 have better human rights prospective performance than suppliers in 
category 1 and suppliers in category 3 are better than suppliers in category 2 and so on. 
When the performance is put into banding as it is seen in figure 22, suppliers in category 
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1, 2 and 3 are considered to be low-level performers and carry high risk in terms their 
potential to be involved in human rights violations. Suppliers in category 4, 5 and 6 are 
medium-level performers and carry medium risk, while suppliers in category 7 and 8 are 
considered to be high-level performers and carry low risk.  
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Category 1 Lower Performance Lower Performance Lower Performance Low-Level 
Category 2 Lower Performance Higher Performance Lower Performance Low-Level 
Category 3 Lower Performance Lower Performance Higher Performance Low-Level 
Category 4 Lower Performance Higher Performance Higher Performance Medium-Level 
Category 5 Higher Performance Lower Performance Lower Performance Medium-Level 
Category 6 Higher Performance Higher Performance Lower Performance Medium-Level 
Category 7 Higher Performance Lower Performance Higher Performance High-Level 
Category 8 Higher Performance Higher Performance Higher Performance High-Level 
Figure 23: Performance Banding within Human Rights Prospective Performance Table group 
(Source own illustration) 
 
 In the next part, each of the categories is explained further and the details of 
possible managing approach by purchasing companies to oversee the behavior of their 
suppliers are described. 
 
5.2. Suppliers with Low-Level of Prospective Human Rights Performance 
 There are three categories in the low-level range of prospective human rights 
performance, which are category 1, category 2 and category 3. The suppliers in this low-
level performance banding share similarities in which they have lower performance grade 
in the group of performance assessment criteria: Sourcing and Regulation. It is expected 
that companies who use this prospective human rights performance assessment 
framework put importance and more weight on regulations because it is essential for them 
to follow these regulations.11 Hence, the suppliers who do not invest in complying with 
the regulations and standards will automatically be screened as low-level performers.  
																																																						
11 It is assumed that regulatory factors are legally binding, hence it is more likely that purchasing companies 
obey them than self-consciously conduct responsible actions. Several legal cases with severe 
consequences and related to human rights violations by companies give clearer perspective as to how 
actual regulations on companies’ human rights conduct would be taken as importance enough to be 
followed (Ratner, 2001, p. 477-487). 
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 Purchasing companies need to develop plans to manage low-level performers by 
considering the consequences of continuing the working relationship. When a purchasing 
company finds that many of its suppliers are placed in category 1, 2 and 3, it is a significant 
warning sign for a subpar procurement policy in the organization. Normally, low-level 
performing suppliers should not be high in number if the purchasing companies have 
always put human rights performance as criteria in starting relationship with suppliers. 
Therefore, disassociating themselves from this type of suppliers should be strongly 
considered by purchasing companies; even though it is usually preferable to keep 
cooperation with the same suppliers as it saves initial costs or because of other strategic 
reasons such as saving internal confidential information.  
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Category 1 Lower Performance Lower Performance Lower Performance Low-Level 
Category 2 Lower Performance Higher Performance Lower Performance Low-Level 
Category 3 Lower Performance Lower Performance Higher Performance Low-Level 
Figure 24: Suppliers’ Categories within Low-Level Performance Banding  
(Source own illustration) 
 
 In the case when the suppliers are not performing well in highly important human 
rights criteria and expose purchasing companies to risks with their reckless behavior, 
removing them might be the only option. Therefore, the suppliers that fall in these three 
categories can be considered as candidates to be delisted. Although when the suppliers 
are extremely important to operational needs of the companies, purchasing companies 
are faced by dilemma deciding between business continuation and fulfilling their 
responsibilities to respect human rights. 
 Category 1 suppliers have the lowest human rights prospective performance. Their 
grades are lower performance for all three groups of performance assessment criteria. 
Purchasing companies should strongly consider eliminating relationships with the 
suppliers in category 1 and 2. Suppliers in category 3 are relatively better than suppliers 
in category 2. Even though both categories 2 and 3 are low in Sourcing and Regulation 
field, category 3 suppliers show investment in their organizational structure and internal 
condition which demonstrate actual self-commitment rather than ‘coincidental’ factor of 
merely being in regions with acceptable Political and Social Circumstances.  
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 Logically, good political conditions coupled with certainty in legal system and law 
enforcement in the country where the supplier is located should make being responsible 
companies easier. Because there are much less external challenges in this case. If 
despite this condition, the suppliers still have bad organizational structure and reputation, 
lack of transparency and appalling human rights policy, record and performance, it just 
shows how unimportant human rights issues for the suppliers in how they conduct their 
economic activities. The suppliers in category 3 are still considered to be in the low-level 
performance banding. However, category 3 suppliers are considered to be the best 
performers in the low-level performance banding. This is because they show willingness 
to improve their internal organizational condition.   
 A hypothetical example of a low-level performer is a supplier of clothing retailers 
based in Bangladesh. Learning from a human rights violation case, which is the collapse 
of Rana Plaza in 2013 (OCCRP, 2014; Disaster at Rana Plaza, 2013), it seems that the 
hypothetical suppliers (and the suppliers of the suppliers) can be put into category 1 
following evaluation of their prospective human rights performance based on the 
framework. The political and social conditions in Bangladesh result in minimum control 
from local government towards human rights of the workers in the factories because of 
various factors including corruption. Basic standards for employment rights for the 
workers are overlooked because it is easy to bribe local government officials not to 
enforce law against malpractices and negligence. The suppliers and their networks also 
had no human rights policy in place (ibid., OCCRP, 2014; Disaster at Rana Plaza, 2013). 
This then caused weak enforcement of safe working conditions and responsible decision 
making within the organizations of suppliers and their extended network of sub-
contractors. Governments, either local or those of the purchasing companies, were not, 
or only minimally imposing standards and regulations that protect human rights of factory 
workers. At the same time, there is high competition within the industry that put emphasis 
on minimizing production costs. This encourages practices of sub-contracting that 
exposes purchasing companies to irresponsible behavior within the network of suppliers 
and their suppliers (ibid., OCCRP, 2014; Disaster at Rana Plaza, 2013). All these 
circumstances led to lower performance grade in all three groups of performance criteria 
in the framework.  
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 Purchasing companies understandably should not even engage into business 
relationships with such suppliers or give them important role in their supply chain. In using 
this framework, low-level performers generally are candidates for elimination. However 
as mentioned earlier, it is possible that this is not the case. Deciding to continue business 
relationships with suppliers from category 1, 2 and 3 requires a lot of cooperation from 
both sides. When there is a possibility of an improvement, and an open dialogue with the 
supplier can be established, it might be worthwhile for purchasing companies to consider 
continuing working relationship with such suppliers with strict conditions. The suppliers 
must show commitment in adopting good practices that advocate human rights. On the 
side of the purchasing companies, there might be significant investments that need to be 
made. It can be financial assistance and assistance in the form of knowledge and 
expertise sharing. Considering the dire state of the supplier’s prospective human rights 
performance, it would be a huge a commitment from the purchasing companies. 
Purchasing companies should be much more proactive in looking for possible violations 
of human rights committed by suppliers and their network. Nevertheless, it might be a 
good decision from the purchasing company in the long run, especially if the suppliers 
develop to be dependable business partner and the working relationship lasts a long time.  
 Another important reason to continue working with low-level performing suppliers 
is that when the low-level performance is an industry-wide problem. When suppliers with 
low-level prospective human rights performance are common within an industry, there 
might be a deeper human rights problem in this industry. This was the case within fashion 
retailing industry as the human rights violations problem seems to be systemic and 
systematically done. Efforts for supply chain transparency are undermined by industry 
practice of contracting, sub-contracting and sub-sub-contracting. There was a 
determination from purchasing companies in distancing themselves from the source of 
products (Drennan, 2015). If purchasing companies decide to eliminate the suppliers, 
there will be less progress made in improving human rights situation. Commitment from 
companies, especially those implicated is needed. There was progress made following 
the Rana Plaza disaster, however the development achieved is not close to what has 
been planned (Three years after Rana Plaza disaster, 2016). To an industry-wide 
problem, the solutions are not simply discontinuing or maintaining business relationship. 
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Cooperation with competitors, strong commitment and other innovative ideas are 
required.  
 
5.3. Suppliers with Medium-Level of Prospective Human Rights Performance 
 There are three categories in the medium-level banding of prospective human 
rights performance framework. These categories are category 4, category 5 and category 
6, which are arranged from worse to better performers. The overall tendency for suppliers 
that fall within medium-level performance banding is that these are suppliers that should 
be offered an opportunity for further cooperation and investment from purchasing 
companies to improve their human rights prospective performance. These are the 
categories where purchasing companies should look for cooperation partners.  
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Category 4 Lower Performance Higher Performance Higher Performance Medium-Level 
Category 5 Higher Performance Lower Performance Lower Performance Medium-Level 
Category 6 Higher Performance Higher Performance Lower Performance Medium-Level 
Figure 25: Suppliers’ Categories within Medium-Level Performance Banding  
(Source own illustration) 
 
 The suppliers in medium-level banding show potential because the assessment 
criteria groups that they are graded with higher performance are those that require 
commitment from the suppliers, such as Suppliers’ Internal Conditions and Sourcing and 
Regulation. Furthermore, for purchasing companies who have always required good 
business practices from their suppliers; it is likely that they might find most of their 
suppliers are classified within these three categories. Classification within medium level 
performance banding may assist purchasing companies in developing cooperation 
strategy with their suppliers to address their insufficiency within certain groups of 
performance assessment criteria. Therefore, a suitable plan and approach can be 
developed. 
 In the occasion when purchasing companies need to develop performance 
rankings of their suppliers, whether it is for performance appraisal or other strategic 
purposes, the reasons why category 6 suppliers are better-performing than category 5 
suppliers who in turn are better-performing that category 4 suppliers should be explained. 
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Suppliers in category 4 have two higher performance grades than suppliers in category 5 
who only have one higher performance grade. However, suppliers in category 5 are better 
performers because their higher performance grade is in Sourcing and Regulation. The 
similarity of the two higher categories 5 and 6 suppliers is that they have higher 
performance grade for Sourcing and Regulation performance assessment criteria group. 
For purchasing companies who require compliance to regulations and standards, many 
of their suppliers should be in category 5 and category 6. The classification of suppliers 
into category 5 and 6 has the function to understand which area that still need to be 
improved and required from the suppliers. Suppliers in category 4 also show promises 
because they are already located in countries with better political situation and legal 
system while at the same time having good internal condition within its own organization. 
The latter is a basis for a good cooperation with purchasing companies. Hence, this is 
reflected in the arrangement of the categories.  
 A hypothetical example of a mid-level performer is a processor and trader of palm 
oil based in Indonesia. Palm oil production and trading have wide-spectrum human rights 
effects (Paddison, 2014; Smedley, 2014; Danubrata & Munthe, 2016; Chow & 
Ananthalakshmi, 2016). Let’s assume that the palm oil processing company falls into 
category 5. It has followed all the compulsory and voluntary standards which are related 
to producing palm oil as a product that comes from sustainable source. This supplier 
follows palm oil specific standards such as certification schemes provided by Roundtable 
on Sustainable Palm Oil (RSPO), International Sustainability and Carbon Certification 
(ISCC) and Indonesian Sustainable Palm Oil (ISPO) (Sustainable Palm Oil Transparency 
Toolkit, 2017; Efeca, 2017). Nevertheless, the supplier is deemed to have lower 
performance in the Political and Social Circumstances considering the country where it is 
located which are caused by several factors such as weak law enforcement despite 
having laws protecting workers’ safety and welfare (Chow & Ananthalakshmi, 2016). At 
the same time, the supplier also has lower performance grade in group of performance 
assessment criteria: Supplier’s Internal Condition. 
 Mid-level performing suppliers are candidates for improvement program. In this 
hypothetical example, the palm oil processing company should be kept as supplier. 
Higher performance in group of performance assessment criteria: Sourcing and 
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Regulation is an asset for the purchasing company. It demonstrates investment and 
commitment from the suppliers to keep up with the current standard requirements for their 
products. When the purchasing company decides to work together with category 5 
supplier, the plan for improvement should target enhancing the performance in the group 
criteria of Supplier’s Internal Condition. Depending on the purchasing strategy of the 
purchasing company and the importance of the supplier, purchasing company may simply 
require the supplier to adopt good governance practice in its organization and other 
measures to develop better internal conditions. On the other hand, purchasing company 
may decide to get more involved and invest in the process, share or even provide 
resources and monitor the progress. The strategy for suppliers’ improvement in each 
category is not the same. Nevertheless, purchasing companies may employ similar 
strategy for suppliers in category 5 and 6, in which to focus on supplier’s internal 
organization and internal conditions.  
 For category 4 suppliers, the focus would be on implementing the requirements 
stated on the compulsory and voluntary standards. Basically, category 4 suppliers are 
alarming because they do not perform well in meeting regulation and standards despite 
being in supportive political and social circumstances. This even needs more attention 
when there is no systemic problem regarding complying with standards within the 
industry. If this is the case, purchasing companies may not have to pursue performance 
improvement strategy and gear up for elimination strategy instead. Nonetheless, in many 
cases, achieving certifications demand significant efforts from suppliers. When the 
category 4 suppliers are crucial to operational needs of the purchasing companies, then 
the purchasing companies should be ready to invest significantly in achieving the 
requirements for the standards. In sum, mid-level performing suppliers are targets for 
improvement program by purchasing companies. Depending on the importance and 
purchasing strategy, the level of efforts from purchasing companies is determined. The 
differences in category 4, 5 and 6 define the specific improvement areas. The final aim is 





5.4. Suppliers with High-Level of Prospective Human Rights Performance 
 There are two categories in the high-level banding performance of prospective 
human rights performance framework, which are category 7 and category 8. The general 
understanding is that category 7 and 8 are the final destinations for improvement that 
purchasing companies can aim to achieve for their suppliers. Following classification of 
suppliers, few selected low-level performing suppliers and many mid-level performing 
suppliers are encouraged and to some level backed with resources by purchasing 
companies to improve their prospective human rights performance to reach category 7 
and 8. The difference between category 7 suppliers and category 8 suppliers is the 
performance in Political and Social Circumstances. As described in Chapter 4, this group 
comprises of criteria and their indicators that measures external factors that rarely can be 
influenced by the suppliers. Hence, achieving category 7 for suppliers that are in countries 
with less favorable political and social conditions to good prospective human rights 
performance is already the most ideal prospective human rights performance.        
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Category 7 Higher Performance Lower Performance Higher Performance High-Level 
Category 8 Higher Performance Higher Performance Higher Performance High-Level 
Figure 26: Suppliers’ Categories within High-Level Performance Banding  
(Source own illustration) 
 
 A hypothetical example of a high-level performer is a coffee trader located in 
Colombia that supply to coffee products producing companies. This supplier has fulfilled 
all requirements for relevant certification schemes such as Rainforest Alliance, UTZ 
Certified, Fair Trade and the 4C Association (Kline, 2009; Coffee & Conservation, 2016; 
Craves, 2011). Because of this, the supplier has higher performance grade for Sourcing 
and Regulation. The supplier also has good human rights reputation, implements good 
governance and accountability within its organization. Based on formulated indicators by 
the purchasing company, this hypothetical supplier receives higher performance grade 
for group of performance assessment criteria of Suppliers’ Internal Condition. However, 
the purchasing strategy of the purchasing company places importance on corruption level 
in supplier’s country location. Because of several factors which include the fact that 
Colombia ranks 90 out of 176 in the Corruption Perceptions Index 2016 and scores 37 
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out 100 (Transparency International, 2017), the supplier receives lower performance 
grade for group of performance assessment criteria: Political and Social Circumstances. 
Hence, after concluding the assessment, the hypothetical supplier is classified as a 
category 7 supplier. And considering the supplier’s good performance in other non-human 
rights criteria and its importance to the operational needs of the purchasing company, the 
purchasing company decides on operating closer or even partnering with this specific 
supplier. 
 One important thing that should be noted when using the framework is the number 
of suppliers that fall into category 7 and 8 should be relatively very small in comparison 
to the total number of suppliers.12 Purchasing companies should be cautious when there 
are many of their suppliers fall into the high-level performance banding, especially when 
at a first glance some of these suppliers’ reputation does not completely show that they 
have that great human rights performance. Category 7 and 8 suppliers should be a rarity 
considering the challenges in having and maintaining good prospective human rights 
performance. However, when this is not the case, it is advisable to relook the structuring 
of the criteria and their indicators in each of the groups of performance assessment 
criteria. It is possible that when a purchasing company is being too lenient in the cutoff 
points, weighing and grade systems, the result of the evaluation would not be effective 
enough. If this is the case, there is a chance that the result is far from being reflective of 
the actual picture of its suppliers’ prospective human rights performance. When strategic 
decisions such as contract extension based on incorrect result, the outcome can be 
disastrous for the purchasing companies as undeserving suppliers may be continued to 
be included and in turn expose purchasing companies to potential human rights violations 
through their business relations. 
 The flexibility in structuring the framework through different weighing system, 
grading scale and cutoffs point demands careful deliberation to the impact. Often it pays 
to be more on the conservative side. In sum, the evaluation framework is intended to 
manage suppliers and govern them to improve their prospective human rights 
																																																						
12 Though it may not always be the case but logically applicable to purchasing companies that have not 
implemented excellent human rights policy and only start to gauge the prospective human rights 
performance of their suppliers. 
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performance. Because of this, using the framework in ways that might result in causing 
the risky suppliers to slip through should be avoided. Proper identification of troublesome 
suppliers serves as reality check and warning system for the purchasing companies and 
should not be regarded as a discouragement. When there are many of their suppliers are 
categorized as low-level and mid-level performers, purchasing companies should not 
reengineer the structure of criteria and their indicators to derive more desirable results of 
having many high-level performing suppliers. Only when the framework is structured 



































Introducing Supplier Relationship Management Framework  
for Supply Chain Due Diligence 
 
This chapter describes the Supplier Relationship Management framework to be 
used for Supply Chain Due Diligence, which is the main goal of this dissertation. The 
explanation in this chapter consists of two parts. The first part is the description of the 
previous chapters and their functions in creating the framework. The second part 
elaborates the framework, each of the steps within it and the functions of each step. 
 
6.1. Building the Supplier Relationship Management Framework for Supply Chain 
Due Diligence Framework: Laying Out the Foundation      
To describe the setting for the framework, the previous chapters and their function 
in building the framework would be elaborated. Chapter 1 opens the discussion by laying 
out that the demands for production materials sourced in developing world cause human 
rights violations for the local people which often are systemic and systematic in nature 
depending on the complexity of the industry practice and its supply chain. Because of 
this, companies should conduct due diligence in its supply chain and its procurement 
activities to avoid being involved or connected, and be part of the human rights violations 
prevention effort. Practical syllogism (Suchanek, 2015, p. 44-45) provides foundation for 
developing a Supplier Relationship Management (SRM) framework to be used to conduct 
due diligence within supply chain. The shared value is that businesses are expected to 
respect human rights. Nevertheless, there are challenges in upholding this value which 
are complexity of supply chain and layers of suppliers combined with competition and 
globalization. The challenges do not result in relief of duty by business to respect human 
rights. The action after considering the value and condition should be inventing ways to 
conduct due diligence in supply chain and management of suppliers to achieve 
purchasing companies’ human rights policy goals. One method to do this is developed in 
this dissertation which repurpose the commonly used Supplier Relationship Management 
approach for human rights goals.  
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Following the introduction of problem in chapter 1, chapter 2 functions as literature 
review on the subject of Supplier Relationship Management to understand how SRM is 
being used as a business management tool to achieve economic goals of companies. It 
briefly describes supply chain management with focus on strategic supply management 
processes. The development from traditional purchasing function into a more 
collaborative SRM approach with its partnership aim and its role in supply chain 
management is specified. Chapter 2 then elaborates in details several SRM approaches 
with their various steps or stages, such as supplier observation, supplier classification 
and supplier development. These explanations provide foundation on the kind of SRM 
approach that can be created to achieve human rights goals. At the same time, it is 
understood that there will be a need to develop an assessment method to evaluate 
suppliers based on human rights criteria. 
Chapter 3 delves into conceptual understanding of Human Rights Due Diligence 
(HRDD), which include policies, impact assessment, integration and tracking 
performance, that become the basis for Supply Chain Due Diligence (SCDD). The 
challenges in conducting due diligence with human rights goals which are different with 
common commercial due diligence are described. With purchasing functions, relationship 
with suppliers and concern for third-party exposure to human rights violations as the 
focus, the emphasis is on understanding the processes within Human Rights Impact 
Assessment and reporting. Chapter 3 provides understanding on principles and 
approaches in impact assessment to develop the kind of criteria and indicators that are 
needed to be used in the SRM framework for SCDD purposes.  
Chapter 4 develops evaluation method for suppliers’ human rights performance 
based on the ideas discussed in chapter 2 and chapter 3. The evaluation is crucial for the 
creation of SRM framework for SCDD purposes. For the SRM framework to work, there 
is a need to evaluate suppliers based on their prospective human rights performance. 
The result of the evaluation is needed to conduct all the steps in the framework, especially 
supplier selection, supplier classification and supplier development. Chapter 4 discusses 
the criteria that are based on understanding about HRIA and SCDD described in chapter 
3 and aligned to common SRM processes described in chapter 2. There are explanations 
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why the criteria are important to evaluate prospective human rights performance of 
suppliers. Several possible indicators for each of the criteria are also detailed. 
Chapter 5 describes how to use the framework’s evaluation function, especially in 
terms of setting the scaling system, weighing system and cutoff points for each of the 
criteria and their indicators. There are eight categories of suppliers’ classification as the 
result of the evaluation. This chapter then discusses the significance of being in each of 
the category and the appropriate strategy that purchasing companies should employ 
towards their suppliers based on the categories. It is important to know the kind of 
relationship that purchasing companies should pursue with their suppliers after knowing 
the category that they are in. Following the classification, there is possibility that some 
business relations should be dissolved, improved or further strengthened. 
In conclusion, these five previous chapters lay out the foundation for a holistic 
framework to be used for SCDD through their functions and their connections with each 
other. Chapter 1 shows the social dilemma faced by businesses that must be solved and 
their perceived duty to do so. Chapter 2 describes available business management 
solution that can be repurposed for human rights problem. Chapter 3 explains the HRDD 
principle that should be incorporated into the proposed solution, which would be a hybrid 
framework of SRM and HRDD/SCDD. Chapter 4 builds the foundation for this 
framework’s classification function, which is identification of criteria needed to assess 
prospective human rights performance of supplier. Chapter 5 elaborates the categories 
resulted from the evaluation and clarifies how purchasing companies should reassess 
their relationships with the suppliers from different categories. Then, the next step in this 
chapter is to combine the pieces and introduce the Supplier Relationship Management 
Framework for Supply Chain Due Diligence.  
 
6.2. Supply Chain Due Diligence Using an Approach of Supplier Relationship 
Management: How to Implement the Framework  
The contribution from this research, Supplier Relationship Management 
Framework for Supply Chain Due Diligence, is essentially a result of merging SRM 
approach with HRDD and HRIA elements. As shown in figure 27, there are seven stages 
of the framework, which are purchasing strategy development, observation of potential 
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suppliers, supplier selection, performance assessment and classification of suppliers, 
disturbance and dissolution management, cooperation and collaboration with suppliers 
and development of suppliers. Each of the stages is explained utilizing the practical 
knowledge gathered in chapter 2 and combined with the understanding of the framework 
that is developed in other chapters of this dissertation.     
 
Figure 27: Supplier Relationship Management Framework for Supply Chain Due Diligence 
(Source own illustration) 
 
 
6.2.1. Purchasing Strategy Development 
Purchasing strategy serves to give direction for the whole supply management 
efforts that are respectful to human rights in a company. This purchasing strategy must 
be guided by general human rights policy of the company (Ruggie, 2008, p. 201) that is 
also translated into its procurement policy (Dovey, 2010, p. 1). It should be mentioned 
















which needs to be set from the top, plays important role in shaping the strategy and its 
success (Marshall, McCarthy, McGrath & Claudy, 2015, p. 446). Furthermore, the 
purchasing strategy in this framework should focus on cooperation based on voluntary 
collaboration to achieve added value (Jene & Zelewski, 2012, p. 167-168). Cooperation 
with suppliers is needed to create products that increase customer values in terms of duty 
of business to respect human rights. Combining typical SRM processes described in 
chapter 2 and HRDD and HRIA considerations in chapter 3, the explanation below 
connects these two aspects. The sub-processes in developing strategy are Review 
Corporate and Sourcing Strategies; Identify Criteria for Segmenting Suppliers; Develop 
Framework of Metrics; and Develop Guidelines for Sharing Process Improvement 
Benefits with Suppliers (adapted from Lambert, 2008, p. 55) as shown in figure 28. 
Purchasing Strategy Development 
Sub-Process Proposed Operational Human Rights Activities 
1. Review Corporate and 
Sourcing Strategies 
- Adopt company level human rights policy 
- Develop awareness of connection to human rights 
violations through procurement activities 
- Identify human rights issues along supply chain 
- Research on countries of suppliers, political situation, 
regulations and standards, available certifications 
- Determine human rights due diligence approach and 
scope of human rights assessment  
- Determine specific goals 
2. Identify Criteria for 
Segmenting Suppliers 
- Implement three groups of performance criteria: Sourcing 
and Regulation, Political and Social Circumstances, and 
Supplier’s Internal Condition* 
- No degree of customization on criteria 
3. Develop Framework of 
Metrics 
- Determine indicators for each of criteria* 
- Determine weighing system, grading system and cut off 
points** 




- Inform and advise suppliers on benefits to reduce 
exposure to human rights violations 
- Provide benefits on lengthening business relationships, 
such as contract extension 
- Advocate cooperative relationship with suppliers 
*See Chapter 4 for detailed explanation on criteria 
**See Chapter 5 for direction on suppliers’ evaluation using the framework 
Figure 28: Sub-Processes of Purchasing Strategy Development within the Framework 
(Source own illustration) 
 
Firstly, the corporate and sourcing strategy of the purchasing company needs to 
be reviewed (Lambert, 2008, p. 56) to determine the critical supplier segments that 
influence the success of the company in implementing respect for human rights policy. In 
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conducting HRDD, the first process is adopting human rights policy that encompass all 
activities of companies, including procurement. Within this sub-process specifically, 
purchasing companies can identify and decide on the type of suppliers that they want to 
have long-term relationship with. This can only be done when companies are aware about 
how their normal business activities may contribute to violations of human rights by 
conducting human rights due diligence to their own activities and to the relationship 
connected to them (Ruggie, 2008, p. 201), which in this case is their relationship with their 
suppliers. Through their relationship with suppliers, purchasing companies should figure 
out the types of human rights that they might have impact on pertaining to their business 
activities. To do this, they must learn about the countries, political situation, regulations 
and standards, suppliers’ internal situations and other particularities before deciding to 
become involved with new suppliers. The same thing applies to relationship with current 
suppliers to uncover current potential human rights risks. In line with the UNGC approach, 
this sub-process is within the Preparation stage in which the company determines its 
human rights due diligence approach and the scope of its human rights impact 
assessment (UNGC, 2010, p. 15, 18).  
Manuj & Sahin (2011) explained that effective complexity antecedent management 
can reduce complexity in supply chain, though it can never eliminate it. To do this, 
strategic moderators, which is defined as strategic business initiatives that reduce 
decision-making complexity, must be used to mitigate the adverse impact of complexity 
on decision making and system performance (p. 533, 543). This SRM for SCDD 
framework is designed to reduce decision-making complexity, as long as the strategies 
are well-defined for implementation. Busse, Schleper, Niu & Wagner (2016) mentioned 
conceptual complexity in the efforts of supplier development that acts as barrier to 
achieve sustainability goals (p. 448). Complexity related to the HRDD, HRIA and SCDD 
concepts should be acknowledged at this point. In this SRM framework for SCDD, 
purchasing companies set goals for suppliers. Suppliers then perform tasks to achieve 
these goals. Nevertheless, the conceptual complexity of HRDD and HRIA may lead to 
ambiguity in actual tasks to be perform. Hence, on this point of review of strategies, 
purchasing companies should also come up with ideas on specific goals and specific 
tasks to achieve these goals.  
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In the second sub-process, the criteria for suppliers’ segmentation are identified 
(Lambert, 2008, p. 57-59). The criteria for SCDD within the SRM framework, as explained 
in details in chapter 4 of the dissertation, are divided into three groups. These groups of 
criteria are Sourcing and Regulation, Political and Social Circumstances, and Suppliers’ 
Internal Condition. The reasons why these criteria are important to assess prospective 
human rights performance of suppliers are explained in the chapter. Chapter 4 also 
elaborates possible indicators to be used for each of the criteria. Nevertheless, unlike 
typical strategy development in SRM, there will not be any guidelines for degree of 
customization in the product and service agreements related to these criteria. This is 
because through Supplier Relationship Management Framework for Supply Chain Due 
Diligence, the goal is to eliminate human rights risks exposed through suppliers.     
The third sub-process is developing frameworks of metrics (Lambert, 2008, p. 61-
63). The criteria, which are grouped into three, are given suitable indicators that are 
reflective to the commodity being sourced, the regulations and standards to adhere and 
industry where the purchasing companies belong. The purchasing companies decide on 
weighing system, scaling system and cutoff points. The main challenge in this sub-
process, which also a reflection to the main challenge to the framework, is being in line 
with other metrics used in other processes. Typical SRM strategy development 
emphasizes on ensuring that the metrics do not conflict with each other. The problem is 
that the metrics used in Supplier Relationship Management Framework for Supply Chain 
Due Diligence will most likely conflict with other metrics used in SRM with the purpose of 
merely improving economic value of the purchasing companies. This is because human 
rights goals are often not in line with goals to reduce costs or reduce complexity in 
suppliers’ selection processes. Purchasing companies need to decide when these goals 
conflict each other. When using this framework, the decision to be made, though at times 
difficult, is clear. Human rights goals should triumph monetary goals.    
The fourth sub-process is developing guidelines for sharing process improvement 
benefits with suppliers (Lambert, 2008, p. 63-64). To achieve human rights goals, 
purchasing companies and suppliers make substantial financial and non-financial 
investments. It is often that the costs of production are often higher than usual. 
Nevertheless, this situation should not be regarded as being not beneficial. The capacity 
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to reduce possible exposure to human rights violations should be valued as benefits, just 
like cost reductions. As an example, when there is good protection of workers in supplier’s 
organization, it is a benefit directly for the supplier’s workers which may increase their 
loyalty to the suppliers. Purchasing companies should educate their suppliers on the 
value in respecting human rights. It is important to have business relationship with other 
organizations with the same moral beliefs. Furthermore, as additional benefit for 
suppliers, purchasing companies can also make promise of contract extension for 
suppliers with good prospective human rights performance. A stable relationship is 
beneficial for both parties. And this framework strongly advocates cooperative 
relationship between purchasing companies and their suppliers.            
 
6.2.2. Observation of Potential Suppliers 
 As discussed in chapter 2, purchasing companies conduct supplier observation 
because of several reasons. First is possibility of new suppliers that are superior in some 
way to the existing suppliers. Second is existing suppliers may have gone out of business, 
or their costs may have increased. Third is procurement manager may need additional 
suppliers simply to drive competition, reduce supply disruption risks, or meet other 
business objectives such as supplier diversity (Aartsengel & Kurtoglu, 2013, p. 322). The 
approach in observing potential suppliers is being anticipative. Companies should be 
active even on this stage to forecast needs for new suppliers and use this information to 
survey potential suppliers. To anticipate the need for new suppliers, companies should 
monitor their activities that may generate needs of new suppliers, such as new product 
development, outsourcing plans and prediction of insufficient capacity of current 
suppliers.  
In this framework, supplier observation is based on human rights performance 
criteria described in chapter 4. However, the ability of purchasing companies to assess 
the potential suppliers for their prospective human rights performance might be minimum. 
This is because there will be limited information regarding the potential suppliers to 
assess them. Hence, assessing potential suppliers can mainly use publicly available 
information or those provided by themselves. Publicly available information about the 
suppliers can also be about political and social conditions of the country where the 
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potential suppliers are located or typical human rights violations that may happen in the 
line of business of the potential suppliers.  
Observation of Potential Suppliers 
Sub-Process Proposed Operational Human Rights Activities 
1. Anticipate Need of New 
Suppliers 
- Collect input from all departments for forecast of needs for 
new suppliers 
- Monitor companies’ activities that may generate needs of 
new suppliers, such as new product development, 
outsourcing plans, prediction of insufficient capacity of 
current suppliers, etc. 
2. Assess Potential 
Suppliers 
- Collect publicly available information about potential 
suppliers 
- Require potential suppliers to include certifications and 
acknowledgement to fulfilling suppliers code of conduct 
3. Demonstrate 
Commitment to Human 
Rights Clearly 
- Inform of company’s commitment to human rights 
performance 
- Aid potential suppliers in understanding company’s stance 
on human rights issue 
4. Create a List of 
Potential Suppliers 
- Pre-select potential suppliers available on the market  
- Update the list regularly 
Figure 29: Sub-Processes of Observation of Potential Suppliers within the Framework 
(Source own illustration) 
 
When asking for request for quotation, purchasing companies should include 
human rights performance requirements that can be easily provided, such as 
certifications or self-acknowledgement to fulfilling code of conduct for suppliers. During 
this initial contact with potential suppliers, purchasing companies should make clear of 
their human rights commitment and what they expect from their suppliers in terms of 
human rights policy. This clear stance sends the right message and tends to discourage 
potential suppliers who do not have the capacity to demonstrate good human rights 
performance. When potential suppliers are in doubt about good conducts in term of 
human rights, purchasing companies should offer assistance to them to understand 
company’s stance on human rights issues.  
Observation of potential suppliers is an anticipative measure instead of reactive to 
companies’ needs of new suppliers. As purchasing companies decide to improve human 
rights performance along their supply chain, there are more tendencies of replacing 
suppliers as more criteria are included in determining the performance of current 
suppliers. The selection process becomes more complex because of the various criteria, 
in human rights issues and others based on economic values. There would be times when 
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these criteria and their metrics are in conflict. Hence, more options of potential suppliers 
can be useful. Potential suppliers that have qualities that satisfy most metrics are rare 
and purchasing companies need to actively discover them.   
 
6.2.3. Suppliers Selection 
 Selecting the right suppliers has profound implications for the whole organization 
of the purchasing companies. Sharma (2010) offered an approach to utilize a product/part 
team that is created to source and manage a group of similar components and it consists 
of a product purchasing manager and representatives of materials, design and 
manufacturing engineers, production planners, quality and finance (p. 218). Within this 
framework, the first step is to engage multi-expertise team whose members are 
representatives from relevant departments within the company. Therefore, the 
procurement team offers holistic view in the decision making. This team should receive 
intensive training on human rights issues that the company affects and that affect the 
company’s supply chain. As the team members work together, they can then arrive on 
specific aims of suppliers’ selection that include all factors deemed important for the 
purchasing company. The decision on selecting suppliers is joint-decision that concerns 
the whole organization. The multi-expertise procurement team should list requirements 
for each of commodity being sourced, that include human rights, financial, operational, 
technical requirements, etc. These requirements are further compared to the list of 
potential suppliers generated from previous process of potential supplier observation. 
 In practice, the decision to select suppliers often requires compromise. It is 
challenging for any one supplier to excel in all dimensions of performance. Because of 
this the actual choices are understandably will involve tradeoffs (Verma & Pullman, 1998, 
p. 740). What needs to be done is to choose the suppliers with maximum combination of 
all requirements. The procurement team needs to find the most effective way to do so. 
This framework offers one possibility related to human rights category. When tradeoffs 
need to be made, purchasing companies must fully understand the human rights risks of 
doing business with these suppliers.  
 There might be occasion when purchasing companies have no other option than 
to admit imperfect suppliers. Selecting “risky” suppliers is not necessarily a bad decision. 
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In general, this framework encourages cooperation with suppliers with low-level or mid-
level human rights performance who show willingness to improve. One reason is because 
there are still not enough suppliers with excellent human rights performance. If it was 
otherwise, this discussion and research would not be necessary. Another is because this 
approach would help to advance human rights situation related to purchasing companies’ 
supply chain. When purchasing companies select low-level performers, they must include 
improvement of human rights performance in the terms of the contracts. Purchasing 
companies should factor in extra investment needed and involve the selected suppliers 
in the plan to improve their human rights performance. This way, purchasing companies 
can become agent of change. 
Suppliers Selection 




- Request representative from each department in the 
company to join the procurement team 
- Train the procurement team on human rights issue in 
companies’ supply chain 
- Discuss and agree on the aim of suppliers selection  
2. Identify Key Sourcing 
Requirements 
- List human rights performance requirements for each 
commodity being sourced 
- List non-human rights performance requirements for each 
commodity being sourced 
3. Review List of Potential 
Suppliers 
- Retrieve current list of potential suppliers  
- Limit suppliers in selection pool 
4. Combine Human Rights 
Performance 
Requirements and Other 
Requirements 
- Decide on suppliers with maximum combination all 
requirements 
- Prepare to admit suppliers with less than perfect 
prospective human rights performance and fully understand 
the risks of the “trade-offs” 
5. Select Suppliers - Select suppliers that fit the most of requirements for each 
commodity sourced 
- Factor in extra investment needed when selecting suppliers 
with below threshold prospective human rights performance 
- Include discussion with selected suppliers in negotiation to 
prepare plan to improve their human rights performance 
6. Profile Selected 
Suppliers 
- List things that need attention related to suppliers’ 
prospective human rights performance 
- Schedule periodical review to track suppliers’ performance 
7. Improve Selection 
Process 
- Increase the quality of selected suppliers overtime to reduce 
investment and lower human rights risk 
Figure 30: Sub-Processes of Suppliers Selection within the Framework 
(Source own illustration) 
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 Jene & Zelewski (2012) stated that with the aid of goal-oriented management of a 
cooperation of multiple companies, it is possible to achieve special cooperation gains or 
added values that cannot be realized without cooperation (p. 167-168). Hence, 
cooperative suppliers in issues of human rights are important.  The selected suppliers are 
profiled and information related to improvement of human rights performance is added 
and include periodical review to track their progress. Over time, suppliers’ selection 
processes must be kept being perfected. One way is to increase the quality of short-listed 
potential suppliers during the suppliers’ observation stage and the quality of selected 
suppliers to lower human rights risks.  
 
6.2.4. Performance Assessment and Classification of Suppliers 
 Performance assessment is crucial as any supply strategy demands rigorous 
approach and dependable data (Cook & Hagey, 2003, p. 40). The purpose of measuring 
the performance of suppliers should be well-defined and not lost in the activity itself 
(Bjorklund, Martinsen & Abrahamsson, 2012, p. 36). In this case, the performance 
assessment has the ultimate goal of conducting SCDD. The topic of assessing the 
prospective human rights performance of current suppliers and classifying them into 
categories for better analysis is discussed in length in chapter 4 and 5. In assessing 
performance, the first step to be done is determining the criteria. There are three groups 
of criteria in this framework, which are Sourcing and Regulation, Political and Social 
Circumstance, and Supplier’s Internal Condition.  
 The next step is to determine the indicators for each of the criteria. The concerns 
behind using these criteria and suggested indicators are discussed in detailed in chapter 
4. In deciding on indicators, procurement team should do research in certifications, 
regulations, standards, political and social conditions. It also needs to determine 
standards on good practice and create a checklist to be used to assess supplier’s internal 
conditions. When all indicators are known, the calculation method must be established in 
which the weighing system, scaling system and cut off points are decided. In doing so, it 
should be kept in mind that the calculation method has significant impact on the 
usefulness of the assessment. An assessment system that is too lenient should be 
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avoided to maintain the effectiveness of the framework in identifying suppliers with human 
rights risks.   
Performance Assessment & Classification of Suppliers 
Sub-Process Proposed Operational Human Rights Activities 
1. Determine Criteria for 
Assessment 
- Implement three groups of performance criteria: Sourcing 
and Regulation, Political and Social Circumstance, and 
Supplier’s Internal Condition* 
2. Determine Indicators for 
each of criteria for each 
specific commodity* 
- Research on certifications, regulations and standards to be 
used as indicators 
- Research on political and social conditions to be used as 
indicators 
- Determine standards on good practice/checklist to be used 
to assess supplier’s internal conditions 
3. Determine Calculation 
Method 
- Determine calculation method: weighing system, scaling 
system and cut off points** 
- Avoid too lenient assessment system to maintain the 
effectiveness of the framework 
4. Collect Necessary 
Information 
- Request necessary information from suppliers 
- Research on necessary information from publicly available 
sources 
5. Evaluate Suppliers - Assess suppliers’ performance 
- Classify suppliers into one of the eight categories** 
6. Prepare Report Card - Prepare report card for each supplier 
- Share assessment result with suppliers 
7. Develop Improvement 
Plan with Suppliers 
- Discuss result of assessment with suppliers 
- Discuss plan to improve performance with agreed timeline 
- Offer assistance for improvement to selected suppliers 
*See Chapter 4 for detailed explanation on criteria 
**See Chapter 5 for direction on suppliers’ evaluation using the framework 
Figure 31: Sub-Processes of Performance Assessment & Classification of Suppliers within the Framework 
(Source own illustration) 
 
After all the methodical steps are completed, procurement team can continue with 
collecting the information from the suppliers which are necessary for the assessment. 
Apart from this, the other information to evaluate external criteria should also be collected 
from publicly available sources. With all the information, the prospective human rights 
performance of suppliers can then be assessed. Each of the suppliers are then put into 
one of the eight categories. Following the assessment, the procurement team prepares 
an assessment report for all suppliers. This result is shared with suppliers. It is important 
to discuss the result with suppliers as it will help in the plan to improve their performance. 
For selected suppliers, purchasing companies may decide to develop detailed plan with 
timeline and offer assistance for improvement.   
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6.2.5. Disturbance and Dissolution Management 
As the result of prospective human rights performance assessment of suppliers, 
the low-level performers are identified, which are suppliers that are in category 1, category 
2 and category 3 as described in chapter 5. To reduce risk of involvement in human rights 
violations, the general tendency is to discontinue relationship with these suppliers. 
However, following the assessment it is possible that the suppliers that are identified as 
low-level performing suppliers are deemed significant to purchasing companies for 
operational and other strategic reasons. Because of this, these suppliers can be targeted 
for development program to improve their prospective human rights performance. 
Purchasing companies need to conduct analysis of investment that they need for 
improvement of low-level performing suppliers. They also should assess the capability of 
targeted suppliers to advance their performance ensuring the success of the development 
program.   
Disturbance and Dissolution Management 
Sub-Process Proposed Operational Human Rights Activities 
1. Identify Low-Level 
Performing Suppliers 
- Compile list of suppliers that are low-level performers (fall 
into Category 1, 2 and 3 in the assessment table*) 
2. Identify Underperforming 
Suppliers for 
Development Program  
- Considering operational issues, low-level performing 
suppliers may be targeted for development program 
- Conduct analysis of possible investment needed from 
purchasing companies for development program of 
targeted suppliers 
- Assess the capability of suppliers targeted for development 
program 
3. Identify Underperforming 
Suppliers for Delisting 
- Ensure unavailability of solutions or development efforts to 
respond to unsatisfactory performance 
- Initiate contacts with potential suppliers for replacement 
4. Manage Possible Supply 
Disruption 
- Negotiate contract disengagement 
- Conduct direct exit, inform suppliers 
- Stabilize supply chain network and minimize disruption in 
operation 
- Include human rights terms in the future to minimize legal 
costs in such events 
*See Chapter 5 for details on suppliers’ assessment categories 
Figure 32: Sub-Processes of Disturbance and Dissolution Management within the Framework 
(Source own illustration) 
 
 Following identification of suppliers targeted for development program, the rest of 
the low-level performers are to be delisted. Prior to discontinuing of business relations, 
purchasing companies need to ensure one last time that there is no solutions or 
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development efforts that can be utilized on these low-level performing suppliers or that it 
is not beneficial for the purchasing companies to invest heavily on them. When the 
decision to dissolve the working relationship is made, it is suggested to conduct direct exit 
strategy. Halinen and Tähtinen (2002) described direct exit in which purchasing company 
communicates the intention to the supplier. It starts with communication of the exit within 
the management circle which then followed by disengagement phase on the side of the 
suppliers. As a result, business exchange between the two parties declines and resources 
weaken. The negotiation then moves to issues such as contract disengagement, property 
rights and copyrights as well as final invoices with the main aim of avoiding harmful and 
costly legal disputes. The information about the exit is then communicated to the whole 
network to stabilize the network (as cited in Moeller et. al., 2006, p. 83-84). Direct exit is 
preferred to give understanding of how important human rights issues to purchasing 
companies and that not adhering to this requirement costs heavily. It is preferred that 
terms on prospective human rights performance are included in the contract with new 
suppliers to minimize legal costs in the event of low-level performance. 
 
6.2.6. Cooperation and Collaboration with Suppliers 
 As discussed in chapter 2, cooperation in this framework refers to how purchasing 
companies and suppliers can align their organizations to enhance their engagement. 
From this understanding, it is understood that cooperation is not always done on the same 
level (Weiss & Molinaro, 2005, as cited in Sheth & Sharma, 2007, p. 365-366). Purchasing 
companies are to review listed suppliers and their assessment result. Considering the 
result of prospective human rights performance assessment, purchasing companies are 
expected to continue cooperation with suppliers who are not being delisted to achieve 
their goals that include human rights goals. To start a cooperation, it is expected that 
there are commitment and some level of trust from both parties, which can be built through 
information sharing and increasing predictable behavior (Kwon & Suh, 2005, p. 31-32). 
Considering the variety of suppliers to cooperate with, purchasing companies should cope 
with “a mixed set of supplier interfaces because of the variety of relationships in which 
they are involved. Moreover, there is a complex interplay to handle between type of 
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interface, technology strategy and organizing principle” (Araujo, Gadde & Dubois, 2016, 
p. 18). It means that each cooperation with different supplier requires different strategy.   
 As a result, it is plausible that purchasing companies have limited resources and 
they are not able to offer similar high level of commitment to all their suppliers. Hence, 
companies should review their resources that are available for cooperation with suppliers 
and determine the level of engagement and alignment that they plan for each supplier. 
Suppliers that necessitate more involvement because of their significance to the 
purchasing companies to their strategic goals, are to engage with purchasing companies 
to align their organizations closely. The result of cooperation is monitored overtime to 
adjust future efforts.   
Cooperation and Collaboration with Suppliers 
Sub-Process Proposed Operational Human Rights Activities 




- Review list of listed suppliers and their assessment result 
- Review resources available for cooperation with suppliers 
- Decide on cooperation level directed toward the working 
relationship with each of the listed suppliers 
- Review results of cooperation 
2. Identify Suppliers to 
Develop Collaboration 
- Review strategic needs of company 
- Analyse resources available for collaboration 
- Identify critical commodity 
- Identify high-level and, in rare case, mid-level performing 
suppliers for collaboration partners 
3. Collaborate with 
Selected Suppliers 
- Engage selected suppliers with designing collaboration 
plan 
- Identify drivers, facilitators and components of partnership 
with supplier 
4. Review Results of 
Collaboration/Partnership 
- Collect feedback from the partnership with suppliers 
- Consider advancing relationship with suppliers to a closer 
partnership model 
Figure 33: Sub-Processes of Cooperation and Collaboration with Suppliers within the Framework 
(Source own illustration) 
 
For selected few suppliers, collaboration strategy can be pursued. Collaboration is 
adoption of high level purposeful cooperation to maintain trading relationship (Handfield 
et. al., 2009, p. 122). When purchasing companies find trustworthy suppliers that fit their 
strategic needs, it is a viable option to engage exclusively to create a lean supply chain 
management (Schniederjans, Schniederjans & Schniederjans, 2010, p. 27). Barratt 
(2004) described that there are several elements of collaboration that need to be learned. 
Collaborative culture needs to exists in both organizations to support collaboration. 
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External trust between organizations must have been developed, and it is coupled with 
internal trust within each of the organizations related to the collaboration. Mutuality, in the 
forms of mutual benefits, risk sharing and respects, should be agreed to come in the 
collaboration. Collaboration needs information exchange in the supply chain, in which 
there should be communication and understanding with openness and honesty equipped 
with establishing common language and adequate information channels (p. 35-37; 
Bordonaba-Juste & Cambra-Fierro, 2009, p. 400).  
Collaboration breeds and usually results in continuity. Scholten & Schilder (2015) 
found that “the more companies engage in information-sharing, collaborative 
communication, joint relationship efforts and mutual knowledge creation, the higher the 
levels of visibility, velocity and flexibility, which ultimately leads to a more resilient supply 
chain.” Resilient supply chain is a result of collaboration which reduce the impact of 
disruptions (p. 480, 482). Beske & Seuring (2014) stated in relations that continuity in 
practices of supply chain partner development, long-term relationships and supply chain 
partner selection are important for sustainable supply chain management (p. 325).    
 Purchasing companies should identify critical commodity and find suppliers with 
high-level prospective human rights performance for collaboration partners. In rare case, 
mid-level performing suppliers may be considered. Purchasing companies should not shy 
away in furthering business partnership with high performing suppliers in the field of 
human rights. Furthermore, contractual relationships between businesses are an 
effective way of enabling the corporate responsibility to respect human rights; an example 
can be giving the title of ‘preferred supplier’ to high achieving suppliers (Morrison & 
Vermijs, 2011, p. 14).        
The selected suppliers who have agreed to the partnership are engaged with 
designing the collaboration plan that need integrated knowledge. More accurate 
information or intellectual capital is shared and exchanged to build commitment and 
maintain alignment of processes with strategic objectives (Akhavan, Elahi & Jafari, 2014, 
p. 359). Sharing information in a collaboration goes beyond routine data but there is 
emphasis on need for systemic course of action, in which collaboration partners must act 
on the information in a way that helps business operations, performance and process 
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improvement based on mutual trust (Min, Roath, Daugherty, Genchev, Chen, Arndt & 
Richey, 2005, p. 251; Ghosh & Federowicz, 2008, p. 466).  
Both parties should understand the drivers or reasons and motivation that convince 
companies to become partners, the facilitators or elements of a corporate environment 
that allow a partnership to grow and strengthen and the components or processes and 
activities which are established and controlled by management throughout the life of the 
partnership (Grant et. al., 2006, p. 119-122). Certain level of relationship transparency is 
also expected, in which knowledge resources regarding both operational matters are 
exchange within partnership (Su, Fang & Young, 2013, p. 179). Participants in partnership 
should expect possible conflicts and have conflict management system in place (Knoppen 
& Christiaanse, 2007, p. 168). During the course of collaboration, regular feedback must 
be collected to oversee its success. Both companies may decide to advance their 
partnerships closer following accomplishment of their objectives, provided that the 
suppliers continuously maintain high-level prospective human rights performance.                 
 
6.2.7. Development of Suppliers 
 Suppliers that are not being delisted are all expected to develop their prospective 
human rights performance. It does not matter the level of cooperation and collaboration 
that purchasing companies decide to have with them as per the previous stage; the main 
idea is improvement. Suppliers development is effort from purchasing companies 
together with suppliers to increase their performance or capabilities and meet the 
purchasing companies’ supply needs, whether short-term or long-term (Harrison & Van 
Hoek, 2008, p. 284). This stage starts with identifying critical commodity for production. 
From there, suppliers with low-level and mid-level prospective human rights performance 
are expected to improve, while those with high-level performance are expected to 
maintain it.  
 Realistically, there might be situation where companies are not able to develop all 
suppliers because of many reasons. If this is the case, purchasing companies must make 
sure that they monitor closely the prospective human rights performance of these 
suppliers, so not to expose them to violations. One thing to be noted is that development 
of suppliers may not always requires significant resources from both parties. Companies 
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should be innovative in finding inexpensive and less resource-heavy solutions. The 
framework champions improvement of prospective human rights performance in which 
every effort matters. 
 The next step is for the procurement team, which consists of representatives from 
various departments in purchasing company, to initiate contact with supplier’s top 
management team and arrange initial meetings. This task is important considering that 
efforts in supply chain integration, which is the end goal to achieve with top supplier 
following development program, require good interpersonal relationships between 
individuals, which can be personal at times, and inter organizational relationship. This is 
because people are the key to successful collaborative innovation (Wang, Childerhouse, 
Kang, Huo & Mathrani, 2016, p. 840; Gligor & Holcomb, 2013, p. 339; Fawcett, Magnan 
& McCarter, 2008, p. 45).  
 More interaction between the personnel of purchasing companies and suppliers 
may assist in dealing with geographical distance effect as Hoejmose et. al. (2013) stated 
that he geographical distance between purchasing companies and suppliers increases, 
purchasing companies rely increasingly on their relative power to implement socially 
responsible processes in their supplier (p. 285). These top-level personnel should discuss 
opportunities for both companies to improve and possibility to do so. The areas for 
improvement that are based on the assessment results should be defined. Obviously, in 
terms of prospective human rights performance, the area would be from groups of criteria 
“Supplier’s Internal Condition” and “Sourcing and Regulation”. This is because group of 
criteria “Political and Social Conditions” consists of external factors that suppliers have 
minimum ability to influence. The specific goals are then outlined based on the 
improvement target. 
 Based on areas of improvement, both companies need to agree on strategies and 
actual projects to be completed to achieve the goals. They should discuss resources 
required for the projects. Though there might be pressure on purchasing companies to 
provide more resources, joint resources arrangement should be aspired. In the planning, 
regular status monitoring of the on-going projects should be scheduled, which also 
include setting up a common performance measurement system that is acceptable and 
agreeable for both parties (Papakiriakopoulos & Pramatari, 2010, p. 1312). The review of 
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progress of projects is critical for the success of suppliers’ development program. This is 
because when delays or even inconsistencies to project goals are detected, both 
companies can immediately modify strategies. 
Development of Suppliers 
Sub-Process Proposed Operational Human Rights Activities 
1. Identify Relevant 
Suppliers for 
Development 
- Review commodity that are crucial for production and the 
relevant suppliers 
- Review list of suppliers which are not delisted following 
performance assessment 
- Decide on suppliers for development program 
- Avoid not to include low-level performing suppliers in 
development program (They are candidates to be de-listed.) 
2. Meet and Discuss with 
Suppliers’ Top 
Management 
- Procurement team initiates contact with suppliers’ top 
management team and arrange initial meetings 
- Discuss opportunities and probability for improvement 
- Define areas of improvement based on assessment result 
and specific goals 
3. Reach Agreement on 
Projects and Resources 
Requirement 
- Decide on strategies and projects to be done 
- Agree on resources requirement which should be joint 
resources as much as possible 
- Monitor status of projects 
4. Review Development of 
Projects 
- Regular reports on on-going projects 
- Modify strategies when needed 
Figure 34: Sub-Processes of Development of Suppliers within the Framework 
(Source own illustration) 
 
In summary, the stages in the framework are designed to follow commonly used 
procurement process such in the case of stage 1 to 4, which are Purchasing Strategy 
Development, Observations of Potential Suppliers, Suppliers Selection and Performance 
Assessment & Classification of Suppliers. After stage 4, suppliers that need to be delisted 
would go through stage 5, which is Disturbance & Dissolution Management. On the other 
hand, suppliers that are deemed still beneficial for the purchasing companies would go 
through stage 6, which is Cooperation and Collaboration with Suppliers. Stage 6 also 
filters suppliers that need to receive more attention and investment from the purchasing 
companies and that are willing to collaborate closer. Stage 7, which is Development of 
Suppliers, describes generally how suppliers can be developed through cooperation and 
collaboration. This Supplier Relationship Management Framework for Supply Chain Due 
Diligence is intended to be comprehensive and inclusive of not only human rights criteria 
but also others. The implementation itself is obviously varied depending on how the 





This dissertation is intended to initiate a conversation in utilizing commonly used 
business management tool to improve human rights conditions which can be the effect of 
doing business. Supplier Relationship Management is one among others that commonly 
used to improve efficiency, better manage resources and achieve other company’s goals. 
There are already practices conducted by multinational companies who responded to the 
pressure and expectations of stakeholders by defining, developing and implementing 
systems and procedures to ensure that their suppliers comply with social and 
environmental standards, such as through implementation of code of conducts and 
developing suppliers (Andersen & Skjoett-Larsen, 2009, p. 77-78). Furthermore, because 
supply chain continues to evolve, the design of supply networks that consider 
sustainability is important consideration. Societal pressures require supply network 
architects to address public and institutional demands for greater scrutiny on corporate 
behaviour as part of a changing and more transparent industrial context. The situation 
demands that companies and their supply network evolution models to emphasize factors 
that support ethical behaviour internally and across their supply networks (MacCarthy, 
Blome, Olhager, Srai & Zhao, 2016, p. 1703). This dissertation joins the discussion to 
further the idea of managing supply chain, specifically supplier’s performance through a 
framework structure introduced in this research.  
In terms of supply chain management and purchasing, companies have been 
successful to combine seemingly contradictory goals, such as quality and cost reduction 
or lean production and more options availability for customers. However, combining it with 
ethical goals still seem to be a challenge. Alexander, Walker & Naim (2014) highlighted 
the decision-making processes in the field of sustainable supply chain management 
within un-structured context, which is a values-based decision making, and within 
structured context, which is attributes-based decision making (p. 507). This dissertation 
attempts to provide a venue to various contexts in decision making by enabling specific 
and easily ascertained attributes such as compliance to regulations and standards to be 
assessed together with interpretation of how suppliers perform in terms of fulfillment of 
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code of conducts, good governance values and supplier’s internal organizational aspect, 
while at the same including how the location where suppliers operate influences their 
performance. The dissertation supposes that not only internal conditions are influential to 
prospective human rights performance of suppliers but also their external environment 
conditions where the suppliers operate are important. This framework is useful for 
purchasing companies who intend to implement structured context in achieving their 
human rights goals. At the same time, the structured context provide opportunity for 
purchasing companies to simplify efforts to combine human rights objectives with other 
goals such as for-profit goals.   
As explained in previous chapters, the framework allows great flexibility in the 
combination of external and internal factors. As a result, there is considerably high degree 
of freedom in modelling the framework for implementation. This has consequence, which 
is fluctuation on the level of strictness depending on how the applied solution is structured. 
The implementation of the framework can easily be deemed not very useful when the 
actual solution is not strict enough as there can be suppliers who are risky but assessed 
as having good prospective human rights performance. This concern constitutes as 
weakness of the framework. Purchasing companies should exercise care when 
developing modelling for solution. One suggestion to deal with this weakness is by being 
specific enough in determining the indicators and strict enough in determining their 
calculation method.    
Another concern of the framework is the practicality issue during the 
implementation phase. This research aims to discern highly complex situation into 
framework with the expectation to arrive in workable solutions. Automatization of Supplier 
Relationship Management from searching suppliers until allocating order can be done in 
various ways, as one is described by Choy, Lee & Lo (2003) regarding an intelligent SRM 
system using hybrid case-based reasoning and artificial neural networks techniques. The 
automatization significantly reduces time needed to select the best suppliers for criteria 
such as product quality, delivery time, and manufacturing cost (p. 235-236). Nevertheless, 
even though the framework is intended to enable automatization in the long run, it is still 
a challenge to develop similar automatization for human rights issues related to 
relationship between purchasing companies and their suppliers because of several 
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reasons. The situation and conditions that create exposure to human rights violation from 
external parties, which in this case are suppliers, should be made into a model that enable 
comparison to allow purchasing companies to determine which suppliers pose more 
exposure to human rights violations and which are relatively less risky. Furthermore, the 
criteria used to determine human rights risks of suppliers are mostly qualitative in nature 
and require interpretation of purchasing companies that is based on their overall human 
rights policy.  
The framework in this dissertation provides basis for bringing structure to achieve 
human rights goals. Nevertheless, aligning human rights metrics and other metrics, such 
as financial values-based metrics, is a highly complex task and may involve tradeoffs. 
Ideally, when using various criteria to assess suppliers in supplier relationship approach, 
the metrics for the different criteria should be modelled to not be conflicting with each 
other. However, it is still a huge challenge to combine human rights-based metrics and 
for-profit metrics. This is especially the case when there is a concern of free-riding 
problem in which competitors may take advantage of ethical companies and the ethical 
companies respond by reducing the impacts of human rights values in assessing the 
performance of suppliers. Therefore, achieving human rights goals should be conducted 
with long-term perspective in mind.  
These concerns about the framework allow opportunity for improvement and 
recommended further area for research. In reality, human rights goals are not the only 
important objectives for purchasing companies. The difficulty in selecting suppliers or 
evaluating suppliers’ performance based on various and contradicting criteria is a long-
time problem. Firstly, one field for further research is to combine the human rights criteria 
with for-profit goals and other social and environmental sustainability criteria. There 
should be further and more study to discuss long term implications of combination of 
these goals for the companies, their stakeholders and society in general. This means the 
research on relationship between the criteria from different fields in terms of their 
correlation and causation. When positive connection between seemingly unrelated 
criteria can be established, combining these criteria might be easier to be done. 
Seemingly contradictory criteria have been aligned before, though it is understood that 
the contradiction may not be as contrasting as respecting human rights goals and 
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reducing costs. Nevertheless, negative relationship should be expected as well and 
should not deter the achievement of higher goals, such as the human rights objectives.  
Secondly, another field for further research is designing automatization model 
based on complex network and connections of human rights criteria. Singh (2015) 
analysed three main approaches to be used for supplier selection with multiple criteria, 
such as: linear weighting models, mathematical programming approaches and 
probabilistic approaches (p. 139). Granted that these approaches are used mostly for 
financial goals criteria or aimed in creating agility in supply chain (Matawale, Datta & 
Mahapatra, 2016, p. 869-870). Hence, similar development in this area of research for 
use of human rights criteria would improve greatly the efficiency and shorten the time 
needed to assess suppliers’ prospective human rights performance. The framework has 
created the foundation for the to model the automatization. And the modelling requires 
studying qualitative criteria and building calculation method for assessment that can be 
reflective of the human rights criteria in more simplified manner. The challenge is to 
interpret the criteria in the framework, then find and determine suitable indicators for these 
criteria. The indicators chosen should be modified to create comparison system that is 
reflective of actual prospective human rights performance of suppliers. This field for 
further research demands variety of science areas to be involved and cooperate. It will 
also be rather long and complex processes.     
Thirdly, the framework needs suitable indicators to be used to implement the 
criteria for all three groups of criteria. The acknowledgment that research in the field of 
sustainability in supply chain management lacks suitable indicators is mentioned by 
Ahmad, Brito &Tavasszy (2016). Within the current guidelines of sustainability reporting, 
there is lack of supply chain indicators that results in lack of support for companies to 
report more objectively on this. Plus, “sustainability reporting is still dominated by 
qualitative indicators, resulting in narrative or descriptive reporting practices” (p. 1438). 
Industry standards and regulation are effective in promoting good practice, such as those 
by International Organization for Standardization. An example of potential indicator is one 
standardization in the making, namely ISO 45001, that focuses on labour condition in its 
assessment and is related to concept of “shared responsibility” in its implementation as 
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multi-stakeholder solution expected to be impactful in least developed countries (Hemphill 
& Kelley, 2016, p. 176).  
Similar standards and procedures should be developed more to provide the criteria 
within the framework with more fitting indicators for group of criteria: “Sourcing and 
Regulation”. This means that good practice in area of human rights should be accepted 
more as norms and embedded in industry’s routines. Similar constraint is the need for 
further research on external factors that influence suppliers’ prospective human rights 
performance according to group of criteria: “Political and Social Circumstances”. 
Research topics of external factors that need to be conducted further include comparison 
of countries related to their level of corruption, level of law enforcement on corporate 
cases related to human rights issues, role of civil society in advancement of human rights 
issues, role of local customs on human rights issues, rules and regulations on human 
rights issues, etc. The result of the research on different countries and territories should 
also be made into a form of comparison to determine the positive or negative influence 
for being in these different locations on suppliers’ human rights conducts. This kind of 
comparisons on countries or territories are beneficial to be used as indicators. For the 
group of criteria: “Supplier’s Internal Condition”, further research should also be 
conducted in topics related to determinants of good human rights policy for suppliers, self-
regulating of purchasing companies within the same industry, self-regulating of suppliers 
within the same industry, etc.  
It can be said that this is a framework that stands on the shoulders of other 
research, further immersion of ethics knowledge in supply chain skills education (Jordan 
& Bak, 2016, p. 616) and can only be better alongside other efforts in this field of Human 
Rights Due Diligence. This sentiment is also shared by other human rights-related 
research on modern slavery challenges to supply chain management. Gold, Trautrims & 
Trodd (2015) connected research from various fields of finance, accounting (McPhail & 
Ferguson, 2016, p. 536), law, development studies, area studies/sociology, 
environmental studies, political science, foreign policy, economics and history to develop 
indicators for slave labour in supply chain management practices (p. 487-488; Pianezzi 
& Cinquini, 2016, p. 378). This statement emphasizes the importance of developing 
indicators originated from various research fields.      
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Fourthly, the framework in this dissertation consists of robust three groups of 
criteria which cluster the criteria based on standards, external and internal factors. The 
framework anticipates factors that influence suppliers’ prospective human rights 
performance from three main areas. Nevertheless, improvement efforts to the criteria 
within these three groups can always be done periodically. This is because the quality of 
the assessment using this framework depends on how inclusive and precise the criteria 
are, especially to their measurement. The better the definition of the criteria, the better 
the indicators that need to be developed, which has overall impact on the assessment 
quality. An indication of how important the improvement of criteria quality and its 
measurement are also shown in the study within similar field of Sustainable Supply Chain 
Management (SSCM), which is much more comprehensive and inclusive than the SRM 
for SCDD framework developed in this research. Wu, Liao, Tseng & Chiu (2016) 
explained that in determining SSCM performance of a company, there should be more 
attention given in formulating appropriate aspects and criteria. Consideration of supplier 
management, perhaps as described in this research, might enhance alignment with 
sustainability target (p. 796).   
The exploration of ideas for improvement generated from realisation of 
weaknesses on current research, particularly this dissertation, emphasizes the relevance 
of the research question that is based on social problem that urgently need to be solved. 
Respect for human rights policy requires companies to manage their impacts beyond their 
own organizations, namely their relationship with suppliers. Contribution of companies in 
advancement of human rights is needed and demands structured method. On this matter, 
the ideas fronted in the dissertation contribute to the understanding of what can be 
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